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Wayne, NJ 07470
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PART 1
Item 1. General

Internaticnal Specialty Products Inc. (“ISP") is a leading multinational manufacturer of specialty chemical
products, including specialty derivative chemicals, mineral products, filter products, and advanced materials.

ISP, incorporated in Delaware in 1991, operates its business exclusively through 17 domestic subsidianies
consisting of ISP Chemicals Inc. {*I1SP Chemicals”), ISP Technologies Inc. (“ISP Technologies™), the additional
registrants, ISP Van Dyk Inc. and ISP Fine Chemicals Inc., 24 intemnational subsidiaries and a joint venture with Hiils
Aktiengesellschaft, a German corporation (“Hils™), in which ISP has a 50% interest and which operates under the
name GAF-Hiils Chemie GmbH (“GAF-Hiils™). ISP acquired these subsidiaries and its interest in GAF-Hiils from
an affiliate, GAF Chemicals Corporation (**GCC™), in May 1991 in a stock acquisition (the *Stock Acquisition™ ) or
created such subsidiaries after the Stock Acquisition. All historical financial data relating to ISP contzined in or
incorporated by reference in this report have been prepared to reflect the formation of ISP. See Note 1 of Notes to
Conselidated Financial Statements contained an ISP’s Annual Report to Stockholders for the year ended December
31, 1993 (the “Annual Report™). Except as the context otherwise requires, “ISP™ refers to International Specialty
Products Inc. and its subsidiaries and their predecessors.

In July 1991, ISP completed an initial public offering of 19,388,646 shares, or 19.4%, of its common stock (the
“Initial Public Offering”'). Subsequent to the Initial Public Offering, ISP has been an 80.6%-owned subsidiary of
GCC. GCC is a wholly-owned subsidiary of G Industries Corp. (*‘G Industries™). G Industries is 2 holding company
which also owns, directly or indirectly, all of the issued and outstanding stock of Building Matetials Corporation of
America (“BMCA™} and 100% of the capital stock of GAF Broadcasting Company Inc, (“Broadcasting”). G
Industries is a wholly-owned subsidiary of G-I Holdings Inc. (*G-Holdings™). G-I Holdings is a wholly-owned
subsidiary of GAF Corporation (**GAF""). ISP is indirectly controlled by Samuel . Heyman, Chairman of the Board
of Directors and Chief Executive Officer of ISP and GAF.

ISP Chemicals, ISP Technologies and the additional registrants are consolidated subsidiaries of ISP and,
together with ISP Van Dyk Inc., ISP Fine Chemicals Inc. and ISP Newark Inc., constitute all of the domestic
subsidiaries of ISP, ISP Chemicals was incorporated in Delaware in 1987 under the name Nordenham Inc. ISP
Technologies was incorporated in Delaware in 1991 under the name ISP 6 Corp.

The address and telephone number for the principal executive offices of ISP are: 818 Washington Street,
Wilmington, Delaware 19801; (302) 429-8554 or (800) 526-5315. The address and telephone number for the
principal executive offices of ISP Chemicals are: Route 95 Industrial Area, P. O. Box 37, Calvert City, Kentucky
42029, (502) 395-4165. The address and telephone number for the principal executive offices of ISP Technologies
are: State Highway 146 and Industrial Road, Texas City, Texas 77590; (409) 945-3411.

Financial information concerning ISP’s industry segments and foreign and domestic operations is included in
Notes 12, 13 and 14 of the Consolidated Financial Statements contained in the Annual Report and is incorporated by
reference herein,

Specialty Derivative Chemicals

Products and Markets. ISP manufactures more than 300 specialty derivative chemicals having numerous
applications in consumer and industrial products. ISP uses proprictary technology to converi vatious raw materials,
through a chain of one or more processing steps, intoincreasingly complex and higher value added derivatives to meet
specific customer requirements. More than 200 of ISP's speciaity derivative chemical products are derived from
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acetylene, including intermediates, solvents, vinyl ethers, and polymers, and sales of these products represent the
majority of ISP’s specialty chemical sales.

ISP’s specialty derivative chemicals consist of nine main groups of products; vinyl ethers, polymers, solvents,
intermediates, specialty preservatives, sunscreens, emollients, pearlescent pigments and fine chemicals.

Vinyl ether polymers are used in cosmetics and personal care products and pharmaceutical and health-related
products, primarily in hair care and dental care products. Vinyl ether monomers and oligomers are used in coatings
and inks for both consumer and industrial products.

Polyvinyl pymolidone polymers are used primarily in cosmetics and personal care products, pharmaceutical and
health-related products and food and beverages and detergent formulations, such as drug and vitamin tablet binders
and disintegrants; clarifiers and chill-haziag elimination agents for beer, wine and fruit juices; microbiocidal progucts
for human and veterinary applications; hair care products such as mousses, conditioners, gels and glazes: ingredients
in water-resistant mascara, sunscreen and lipstick; film-formers in polishes for consumer and industrial applications
and a dispersant in agricultural chemical formulations.

Solvents are sold to customers for use in agricultural chemicals, pharmaceuticals, lithography, wire enamel
production, adhesives, plastics, electronic microcopies and integrated circuits, lubricating oil extraction and gas
purification applications. ISP’s family of solvents includes, among others, N-methyi pyrrolidone, butyrolactone and
tetrahydrofuran, certain of which are used by ISP as raw materials in the manufacture of polymers.

Intermediates are manufactured primarily for use by ISP as raw materials in manufacturing solvents and
polymers. Some intermediates are also sold to customers for use in the manufacture of engineering plastics and
elastomers, agnicultural chemicals, oil production auxiliaries and other products. Butanediol, an intermediate
produced by ISP, is an essential raw material in the manufacture of polybutylene terephthalate thermoplastic resins
and polyurethane elastomets, which are used in the automotive, electronics and appliance industries. '

Specialty preservatives are proprietary products that are marketed worldwide to the cosmetics and personal care
industries. This portion of ISP’s product linc was acquired in 1989 from Sutton Laboratories Inc., as part of ISP’s plan
to expand further its business in the cosmetics and personal care markets. ISP sells a number of preservative products,
including Germall® 115, Germall® II, Germaben® II, Germaben® II-E, Suttocide® A and LiquaPar® Oil. Uses
include baby preparations, ¢ye makeup, facial makeup, after-shave and nail, bath, hair and skin preparations. Since
the Sutton acquisition, ISP has expanded its sales of specialty preservatives in overseas markets throagh the use of its
international marketing and sales force,

On March 31, 1992, ISP, through a newly formed subsidiary of ISP, ISP Van Dyk Inc., acquired certain assets of
the Van Dyk Division of Mallinckrodt Specialty Chemicals Company. ISP Van Dyk Inc. produces three
multifunctional specialty chemical product lines which ISP markets to the cosmetics and personal care
industries—ultraviolet absorber chemicals, the principal active ingredients in sunscreens; pearlescent pigments,
which provide the pearly or lustrous color in lipsticks, eye shadows and other cosmetics; and emollients and
emulsifiers, which are used as moisturizing and softening agents in a variety of creams and lotions, hair care products
and other cosmetics. ISP Van Dyk’s Escalol®, Pearl Glo® and Ceraphyl® trademarks are widely recognized for their
respective sunscreen, pigment and emollient properties.

On February 8, 1993, ISP, through a newly formed subsidiary, ISP Fine Chemicals Inc., acquired certain assets
of MTM Chemicals Inc., a subsidiary of MTM Plc. ISP Fine Chemicals Inc. produces a broad range of pharmaceutical
intermediates, biological buffers and pheromones and several bulk active pharmaceuticals which serve the
pharmaceutical, biotechnology, agricultural and chemical process industries. Fine chemicals are extremcly
specialized products, made in small guantities, which because of their complexity can be priced at several hundred to

2

G-I_EPAO008457




several thousand dollars per pound. ISP Fine Chemicals Inc. also provides a custom manufacturing capability serving
the pharmaceutical, biotechnology, agricultural and chemical process industries.

ISP intends to construct a European manufacturing facility to meet the needs of 1SP's European business, The
European project will enable ISP to reduce its distribution costs, better serve its growing tist of European customers
and reduce ISP's exposiire to fluctuations in foreign exchange. ISP is currently considering a number of alternative
plant sites and plans to develop the facility in stages over a four-10-six year period. ISP anticipates utilizing internally
generated funds and/or independent financing to fund the cost of the project. The first phase of the European plant
would increase ISP's polymer capacity,

Marketing and Sales. ISP markets its specialty derivative chemicals through a worldwide marketing and sales
force, consisting of approximately 250 employees, typically chemists or chemical engineers, who work closely with
ISP's customers to familiarize themselves with their customers’ products, manufacturing processes and markets. ISP
conducts its marketing and domestic sales from ISP's headquarters in Wayne, New Jersey and regional offices
strategically located throughout the United States.

International Operations. ISP markets all of its specialty derivative chemicals worldwide. ISP conducts its
international operations through 24 subsidiaries and 31 sales offices located in Western and Eastern Evrope, Canada,
Latin America and the Asia-Pacific region. Services of local distributors are also used to reach markets that might
otherwise be unavailable to ISP.

ISP had a significant portion of its international sales in 1993 in countries in Westzm Europe and Japan which are
subject to currency exchange rate fluctuation risks. For a discassion of ISP's policy to manage these risks, see
“*Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and Financial
Condition™ contained in the Annual Report. Other countries in which ISP has sales are subject to additional risks,
including high rates of inflation, exchange controls, government expropriation, and general instability. These factors
may affect the sales and profitability of ISP in certain markets included in its growth strategy, such as Asia, the
Commonwealth of Independent States (CIS) and Latin America.

International net sales in 1993 of ISP's specialty derivative chemicals, excluding sales by GAF-Hiils, were
approximately 48% of total 1993 sales. GAF-Hiils, 2 joint venture in which ISP holds a 50% interest, produces certain
intermediates and solvents. The GAF-Hills plant is located in Marl, Germany.

Raw Materials. The principal raw materials used in the manufacture of specialty derivative chemicals are
acetylene, methanol and methylamine. Most of these raw materials are obtained from outside sources pursuant to
long-term supply agreements. Acetyiene, a significant raw malerial used in the production of most specialty
derivative chemicals, is obtained by ISP for domestic use from two unaffiliated suppliers pursuant to long-term
supply contracts. AL ISP's Texas City and Scadrift, Texas plants, acetylene is supplied via pipeline by a neighboring
large multinational company that generates this raw material as a by-product from ethylene manufacture. At ISP’s
Calvert City, Kentucky facility, acetylene is supplied via pipeline by a neighboring company that generates it from
calcium carbide. The acetylene utilized by GAF-HUls is produced by Hiils, using a proprietary electric arc process,
sourced from various hydrocarbon feedstocks. ISP believes that this diversity of supply sources, using a number of
production technologies (ethyiene by-product, calcium carbide and the electric arc), tends to create a reliable supply
of acetylene. In the event of a substantial interruption in the supply of acetylene from current sources, no assurances
can be made that ISP would be abie to obtain as much acetylene from other sources as would be necessary to meet its
supply requirements. ISP has a long-standing agreement with GAF-Hiils to impott butanediol into the United States
for use as a feedstock for the production of ISP’s solvents and polymers. ISP has not experienced an interruption of its
acetylene supply that has had a material adverse effect on its sales of specialty derivative chemicals.

3

G-I_EPA0O008458




With regard to raw materials other than acetylene, ISP belie ves that in the event of a supply interruption it could
obtain adequate supplies from alternate sources. Raw materials derived from petroleum or natural gas are used in
many of ISP’s manufacturing processes and, consequently, the price and availability of petroleum and natural gas
could be material to ISP’s operations. During 1992 and 1993, crude oil and natural gas supplies and prices remained
constant with some seasonal and weather related vanations.

Mineral Products

Products and Markets. ISP manufactures mineral products consisting of ceramic colored roofing granules,
which are produced from rock deposits that are mined and crushed at ISP’s quarries and colored using a proprietary
ceramic chemical coating process. ISP's mineral roofing granules are sold primarily to the North American roofing
industry for use in the manunfacture of asphalt roofing shingles, for which they provide weather resistance, decorative
coloring, heat deflection and increased weight. ISP is the second largest of only two major suppliers of colored
roofing granules in North America. ISP also markets granule by-products for use as mineral filler for asphalt roofing
products and the construction of clay tennis courts.

ISP estimates that more than 80% of the asphalt shingies currently produced by the roofing industry are sold for
the reroofing/replacement market, in which demand is driven not by the pace of new home construction but by the
needs of homeowners to replace existing roofs. Homeowners generally replace their roofs either because they are
womn, thereby creating concerns as to weather-tightness, or because of the homeowners’ desire to upgrade the
appearance of their homes. ISP estimates that the balance of the roofing industry’s asphalt shingie production
historically has been seld primarily for use in new housing construction. Sales of ISP’s colored mineral granules have
benefitted from a trend toward the increased use of heavyweight, three-dimensional laminated roofing shingles,
which results in both functional and aesthetic improvements which require, on average, approximately 25% more
granules than traditional three-tab, lightweight roofing shingles.

Marketing and Sales. BMCA purchases 100% of its colored roofing granuie requirements from ISP (except
for the requirements of its California roofing plant). These purchases constituted approximately one-half of ISP's
mincral products net sales in 1993. Sales to GAF Building Materials Corporation, which formerly operated BMCA's
business, were made under a requirements contract which expired on December 31, 1993. Although such contract has
expired, BMCA has continued to purchase, and intends to continue to purchase, and ISP intends to continue to supply
to BMCA, all of such requirements. ISP and BMCA intend to enter into 2 new long-term supply contract in 1994,

Raw Materials. ISP owns rock deposits that have specific performance characteristics, including weatherabil -
ity. the ability to reflect UV light, abrasion-resistance, non-staining characteristics and the ability to absorb pigments.
ISP owns three quarries, each with proven reserves, based on cuerent production levels, of more than 20 years. ISP has
in recent years purchased land adjacent to its quarries for potential additional reserves.

Filter Products and Advanced Materials

ISP manufactures and sells filter products, consisting of pressure filter vessels, filter bags and filter systems, and
sells cartridges and cartridge housings. These filter products are designed for the treatment of process liquids, with the
paint, automotive, chemical, pharmaceutical, petroleum and food and beverage industries accounting for
approximately 85% of ISP’s 1993 net sales of filter products.

ISP manufactures pressure filter vessels at a plant in Brazil, which serves both local and international markets.
ISP also manufactures filter bags in Belgium, Canada, Singapore, Brazit and in the United States and suppiies filter
products worldwide through its subsidiaries, sales offices and distributors.
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ISP manufactures a variety of advanced materials, including high-purity carbony! iron powders, sold under
ISP’s wrademark Micropowder™, used in a vaniety of advanced technology applications for the aerospace and
defense, electronics, powder metaliurgy, pharmaceutical and food industries. Using proprietary technology, ISP
manufactures more than 50 different grades of Micropowder™ iron, one of which is sold under the trademark
Ferronyl®, for use as a vitamin supplement.

The primary markets for [SP’s Micropowder™ are the domestic defense industry, whichemploys these products
in a variety of coating systems and molded panels for stealth purposes in aircraft and naval ships, and the emerging
metal injection molding segment of the powder metallurgy industry. ISP is the sole domestic manufacturer of
carbonyl iron powders,

ISP also manufactures a line of processless, electronically imaged fitm products, including RAD-SURE™,
which is a radiation seasitive film strip affixed to blood bags to indicate whether or not they have been propetly
irradiated.

Competition

ISP believes that it is either the first or second largest seller worldwide of most of its specialty derivative
chemicals other than butanediol and tetrahydrofuran, Butanediol, which ISP produces primarily for use as a raw
material, is alsoc manufactured by a limited number of companies in the United Siates, Germany, Japan and Korea.
Tetrahydrofuran is manufactured by a number of companies throughout the world. While there are companies, other
than ISP and its principal competitor, that manufacture a limited number of ISP’s other specialty derivative
chemicals, the market position of these companies is much smaller than that of ISP. In addition to ISP’s competition as
noted above, there are other companies that produce substitutable products for a number of ISP’s specialty derivative
chemicals. These companies compeie with ISP in the personal care, pharmaceutical, beverage, preservative and
industrial markets and have the effect of limiting ISP's market penetration and pricing flexibility.

With regard to its mineral products, ISP has only one major and one smaller competitor and belicves that
competition has been limited by: (i) the substantial capital expenditures associated with the construction of new
mineral processing and coloring plants and the acquisition of suitable rock reserves; (ii) the limited availability of
proven rock sources; (iii) the complexity associated with the engineering, design and construction of a mineral
processing and coloring plant, together with the technical know-how required to operate such a plant; (iv) the need to
obtain, prior to commencing operations, reliable data over a substantial period of time regarding the weathering of
granules in order to assure the quality and durability of the product; and (v} the difficulty in obtaining the necessary

permits to mine and operate a quarry.

With respect tofilter products, ISP competes with a number of companies worldwide. With respect to advanced
materials, ISP is the sole domestic manufacturer of carbonyl iron powders and one of only two manufacturers
worldwide,

ISP has experienced new competition in its intermediate and solvent product lines in the past two years.

In intermediate products, a number of new competitors both domestic and intemational have built new capacity,
and ISP anticipates overcapacity in this product market for some time to come. ISP has not built additional capacity
for such products since 1985. Intermediate products, which accounted for less than 10% of ISP's 1993 specialty
derivative chemical sales, and an even smalier percentage of operating results.

A new competitor entered the market for solvent products in 1992, resulting in lower prices and decreased sales
of solvents for ISP. ISP believes, in the johger term, that solvents should be a growth area as its engincered solvents
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product line will replace chlorinated and toxic sclvents such as methylene chloride and trichloroethylene, volatiie
chemicals such as acetone, and ozone-depleting chlorofluorocarbons. This is a new and expanding market for ISP
solvents. Furthermore, ISP has also been developing proprietary, engineered solvents for niche applications which
represent arcas of new oppertunity. ISP is also providing its custemers with an additional service called Respond
Environmental Management, to enable the establishment of on-site recycle capability or off-site reclamation. Under
this service, ISP arranges for the pick-up and analysis of the used solvents.

Research and Development

Since the beginning of 1993, ISP has maintained its research and development efforts at a constant dollar basis
when compared to 1992. Werldwide rescarch and development expenditures in 1992 were $21.1 million and $21.2
million in 1993. Sce Note 2 of Notes to Consolidated Financial Statements coniained in the Annual Report.

ISP’s research and development department, consisting of approximately 200 persons dedicated principally to
specialty derivative chemicals, is located primarily at ISP’s worldwide technical center and laboratories in Wayne,
New Jersey. Additional research and development is conducted at the Calvert City, Kentucky and Texas City, Texas
plant sites, the Chatham, New Jersey facility, ISP Van Dyk's Belleville, New Jersey facility and ISP’s laboratories in
the United Kingdom, Germany and Singapore. ISP’s mineral products research and development facility, together
with its recently opened customer design and color center, is located at Hagerstown, Maryland.

Patents and Trademarks

ISP owns approximately 450 domestic and 180 foreign patents and approximately 55 domestic and 500 foreign
trademark registrations related to the business of ISP. ISP does not believe that any single patent, patent application or
trademark is material to ISP’s business or operations and believes that the duration of its existing patents and patent
licenses is satisfactory.

Environmental Services

By resolution dated December 28, 1993, the New Jersey Hazardous Waste Facilities Siting Commission
(*“Siting Commission™ )designated ISP’s Linden, New Jersey property as suitable for the construction of a hazardous
waste disposal facility. The site designation is conditioned on ISP securing permission from the New Jersey Tumpike
Authority to build access ramps for the transportation of hazardous waste to the designated site and has been appealed
by the City of Linden. If ISP is successful in securing the necessary permits to construct and operate the hazardous
waste facility, ISP intends to develop and operate the facility in a separate subsidiary, either on its own or in a joint
venture with a suitable partner. If ISP develops and operates the facility on its own, it would require the consent of the
banks under its Credit Agreement. ISP estimates that the cost of constructing the facility will be approximately $100
million and, if approved, the facility is anticipated to be in operation by 1997. If the required approvals and permits are
obtained, ISP anticipates utilizing internally generated cash and/or seeking project or other independent financing
therefor and, accordingly, would not expect such facility to impact materially ISP’s liquidity or capital resources.

Environmental Compliance

Since 1970, a wide variety of federal, state and local environmental laws and regulations relating to
environmental and occupational health and safety matters (the “Regulations™) have been and continue to be adopied
and amended. By reason of the nature of the operations of ISP and its predecessor and certain of the substances that
are, or have been used, produced or discharged by their plants or at other locations, ISP is affected by the Regulations,
ISP has made capital expenditures of less than $3.7 million in each of the last three years in order to comply with the
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Regulations (which expenditures are included in additions to property, plant and equipment}, and anticipates that
aggregale capital expenditures relating to environmentat compliance in 1994 and 1995 will be approximately $3.5
million and $3.9 million, respectively.

The Regulations deal with air and water emissions or discharges into the environment, as well as the generation,
storage, treatment, tran¥poriation and disposal of solid waste, and the remediation of any releases of hazardous
substances to the environment. ISP believes that its manufacturing facilities comply in all material respects with
applicable Regulations, and, while it cannot predict whether more burdensome requirements will be adopted in the
future, it believes that any potential liability for compliance with the Regulations will not materially affect its
business, liquidity or financial position.

Employees

At December 31, 1993, ISP employed approximately 2,400 people worldwide. As of December 31, 1993,
approximately 750 employees in the United States and Canada were subject to 8 union contracts, which are effective
in most cases for between two and four-year periods. During 1993, 4 labor contracts expired and were successfully
renegotiated. One other contract, covering five employees, expired and was terminated in May 1993,

ISP has in effect various benefit plans, which include a non-qualified retirement plan for a group of executives, a
capital accumulation plan for its salaried and certain hourly etnployees, a flexible benefit plan for its sataried
employecs, a retirement plan for certain of its hourly employees, and group insurance agreements providing life,
accidental death, disability, hospital, surgical, medical and dental coverage. In addition, 1SP has contracted with
various health maintenance organizations to provide medical benefits. ISP and, in many cases, its employees
contribute to the cost of these plans.

Item 2. Properties

The corporate headquarters and principal research and development laboratories of ISP are located at a 100-acre
campus-like, office and research park owned by a subsidiary of ISP at 1361 Alps Road, Wayne, New Jersey 07470.
The premises are subject to a first mortgage.

ISP's specialty derivative chemical products are manufactured at six manufacturing facilities in the United
States and at the GAF-Hiils plant in Marl, Germany, ISP’s mineral granule products are produced at three
manufacturing facilities in the United States, each of which performs mining, milling, screening and coloring
operations. ISP’s filter products are manufactured at four plants outside of the United States and one in the United
States. Advanced materials are manufactured at one plant in the United States.
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The principal domestic and foreign real properties either owned by, or leased to, ISP are described below. Uniess
otherwise indicated, the properties are owned in fee. In addition to the principal facilities listed below, ISP maintains
sales offices and warehouses in the United States and abroad, substantially all of which are in leased premises under

relatively short-term leases.

Location - Facllity
DOMESTIC
Alabama
Huntsville .. ............. Plant
Kentucky
CalvertCity ............. Plant
Marytand
Hagerstown ............. Research Center,
Design Center, Sales Office
Missouri
Annapolis .............. Plant, Quasty
New Jersey
Belleville ............... Plant, Sales Office
Research Center, Warehouse*
Bridgewater ............. Sales Office
Chatham ................ Plant, Sales Office,
Research Center, Warchouse *
Wayne.......ooevveinnnn Headquarters, Corporate
Administrative Offices,
Research Center
Ohio
Columbus ............... Plant, Sales Office
Pennsylvania
Blue Ridge Summit ....... Plant, Quarry
Tennessce
Memphis ............... Plant*, Warchouse®,
Distribution Center*
Texas
Seadrift........... creean Plant
TexasCity ........c..... Plant
Wisconsin
Pembine .........cc0vun. Plant, Quarry
INTERNATIONAL
Belgium
Sint-Niklaas ,............ Plant, Sales Office,
Distribution Center
* Leased Property

Product Line

Advanced Materials
Specialty Derivative Chemicals

Mineral Products

Mineral Products

Specialty Derivative Chemicals

Specialty Denivative Chemicals
Specialty Derivative Chemicals

Specialty Derivative Chemicals,
Filter Products and Advanced
Materials

Specialty Derivative Chemicals
Mineral Products

Filter Products

Specialty Derivative Chemicals
Specialty Derivative Chemicals
Mineral Products

Specialty Derivative Chemicals
and Filter Products
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Location Facility Product Line

INTERNATIONAL—{Continued)
Brazil
SaoPaulo ............... Plant*, Sales Office*, Specialty Derivative Chemicals
TS Distribution Center* and Filter Products
Canada
Mississauga, Ontario ....., Plant*, Sales Office*, Specialty Derivative Chemicals
Distribution Center* and Filter Products
Great Britain
Guildford ............... European Headquarters®*, Specialty Derivative Chemicals
Research Center*
Singapore
Southpoint .............. Plant*, Sales Office*, Specialty Derivative Chemicals
Distribution Center*, Asia and Filter Products
Pacific Headquariers*,Warchouse*
Affiliate:
GAF-Hiils Chemie GmbH
Mar, Germany ........... Plant, Sales Office Specialty Derivative Chemicals
* Leased Property

ISP believes that its plants and facilities, which are of varying ages and are of different construction types, have
been satisfactorily maintained, are in good condition, are suitable for their respective operations and generally
provide sufficient capacity to meet production requirements. Each plant has adequate transportation facilities forboth -
raw materials and finished products. In 1993, ISP invested $49.6 million in new plant, property and equipment.

Item 3. Legal Proceedings
Environmental Litigation

ISP, together with other companies, is 2 party to a variety of administrative proceedings and lawsuits involving
environmental matters (“Environmental Claims”) under the Comprehensive Environmental Response Compensa-
tion and Liability Act (“CERCLA") and similar state laws, in which recovery is sought for the cost of cleanup of
contaminated waste disposal sites. A number of the Environmental Claims are in the early stages and others have been
dormant for protracted periods.

At each site, ISP anticipates, although there can be no assurance, that liability will be apportioned among the
companies found io be responsible for the presence of hazardous substances at the site. Although it is difficult to
predict the ultimate resolution of these claims, based on ISP’s evaluation of the financial responsibility of the parties
involved and their insurers, the merits of the defenses of ISP and other parties and the nature and terms of cost sharing
arrangements now in place among the potentially responsible pariies, ISP estimates that its liability in respect of all
Environmental Claims, as of December 31, 1993, will be approximately $17.2 million. After a reduction for
anticipated insurance recoveries (discussed below) of $7 million, ISP estimates that its net liability will be
approximately $10.2 million.

Although ISP believes itis entitled to substantially fuil defense and indemnity under its insurance policies for all
Environmental Claims, ISP's insurers have not affirmed a legal obligation under the policies to provide indemnity for
the matters discussed above. Nevertheless, the insurers have agreed to reimburse ISP for a substantial portion of its
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indemnity obligations in a number of these cases and ISP has also reached agreements with certain of its insurers
regarding ISP's defense costs and other related expenses and, pursuant to these agreements, certain insurers are
currently paying a portion of ISP's defense costs. After considering the relevant legal issues, prevailing commercial
practice in the resolution of similar claims and the agreements discussed above, ISP believes that it is probable that it
will receive the anticipated insurance recoveries, although there can be no assurance in this regard.

In the opinion of ISP's management, the environmental matters referred to herein will be resolved and amounts
will be paid gradually over a period of years and, accordingly, the resolution of such matters should not be material to
the business, liquidity or financial pesition of ISP. However, adverse decisions or events, particularly as to the merits
of ISP’s faciual and legal defenses to liability and the financial responsibility of the other parties involved at each site,
could cause ISP to increase its estimate of its liability in respect of such matters. 1t is not currently possible to estimate
the amount or range of any additional liability.

In June 1989, ISP entered into a Consent Order with the New Jersey Department of Environmental Protection
and Energy requiring the development of a remediation plan for its closed Linden, New Jersey plant and the
maintenance of financial assurances (currently $7.5 million) to guarantee ISP’s performance. The remediation
reguired by the order encompasses the following: (1) the elimination of water-borne contaminant migration from the
sitc at an estimated cost, as of December 31, 1993, of approximately $5.7 million ($1.1 million after anticipated
insurance recoveries) and (2) the creation of a site development plan to deat with soil contamination. Although no
assurances can be given and the site development plan has not been developed, ISP believes that the soil remediation
requirements will be met through land use and access controls and, therefore, that the majority of the costs will be
spent in connection with the site development plan. ISP believes that any remaining costs, such as that of long-term
menitoring, will not be material,

The following is a list of proceedings involving environmental claims against ISP by governmental authorities
other than those which ISP reasonably believes will result in monetary sanctions (exclusive of interest and costs) of
less than $100,000:

Pursuant to a Consent Order between the United States Environmental Protection Agency (the “EPA™) and over
100 potentially responsible parties, including ISP, such parties have agreed to participate in the remediation of a
contaminated waste disposal site in Carlstadt, New Jersey. The EPA is evaluating final remedies for the site. Total
cleanup costs are unknown but ISP estimates, based on information currently available to it, that the insurance
proceeds pursuant to the agreements described above will cover a substantial portion of ISP's share of such costs.

The Texas Water Commission (“TWC") has filed an amended administrative enforcement petition with respect
to ISP’s Texas City, Texas manufacturing facility seeking a civil penalty of $601,200 for alleged violations of TWC
financial assurance requirements, a failure to complete closure of regulated waste units in accordance with closure
pian schedules and improper maintenance of two waste container storage areas. ISP is currently contesting the alleged
violations and, at the request of TWC, trial of this matter has been postponed indefinitely. Although no assurance can
be given, ISP believes that the ultimate civil penalty, if any, will be substantially lower than the amount sought.

Asbestos Litigation Apainst GAF

GAF has advised ISP that, as of December 31, 1993, GAF had been named as a defendant in approximately
53,000 pending lawsuits involving alleged health claims relating to the inhalation of asbestos fiber, having resolved
approximately 156,000 other lawsuits involving similar claims, and as a co-defendant in approximately 23 pending
lawsuits alleging economic and property damage or other injuries in schools or public and private buildings caused, in
whole or in part, by what is claimed to be the present or future need to remove asbestos material from those premises.

The reserve of GAF and G-1 Holdings for asbestos bodily injury claims, as of December 31, 1993, was
approximately $311.1 million (net of estimated recoveries from products liability insurance policies of
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approximatety $280 million and after having discounted certain liabilities), before related deferred tax benefits of
approximately $121 million. GAF and G-1 Holdings have advised ISP that certain components of the asbestos-related
liability have been reflected on a discounted basis in their financial statements, and that the aggregate undiscounted
liability as of December 31, 1993, net of estimated recoveries from products liability insurance policies, was $362.5
million. -

GAF's and G-I Holdings’ estimate of liability for asbestos claims is based on the Settiement described below
being approved and on assumptions which relate, among other things, to the number of new cases filed, the cost of
resolving (either by settlement or litigation or through the mechanism established by the Settlement) pending and
future claims, the realization of related tax benefits, the favorable resolution of pending litigation against certain
insurance companies and the amount of recoveries from various insurance companies,

On January 15, 1993, the membets of the Center for Claims Resolution (the *CCR™), a non-profit organization
of asbestos defendants including GAF, entered into a class-action settlement agreement (the “Seitlement”) toresolve
all future asbestos bodity injury claims (other than claims of those persons who “opted out” of the class by January 24,
1994) against GAF and other members of the CCR. The Settlement, if approved and effective, would aperate to limit
GAF's liability for future asbestos claims to persons who do not *‘opt out™ of the Settlement by placing a dollar limit
on awards and a limit on the number of claims that will be paid to such persons in anyone yearoverthe firstten years of
the Settlement,

GAF and G-1 Holdings have advised ISP that they believe that their reserves, which reflect the discounting of a
portion of the lighilities, adequately reflect their asbestos-related liabilities. GAF and G-I Holdings have also advised
ISP that they anticipate that substantially 21! the payments in connection with GAF's and G-I Holdings' liability
relating to asbestos bodily injury claims will be made by the end of the year 2004, and that, while they are unable to
cstimate the amount of liability with respect to claims to be resolved after such period, they believe that GAF will
resolve, prior to that time, substantially all the court cases currently pending against it, and that it will further resolve
substantially all the clgims filed under the Settlement on & relatively current basis, so that the number of claims
pending against GAF at the end of such period will be substantially diminished from current levels. GAF and G-1
Holdings have advised ISP that, as a result of these and other factors, they believe that the resolution of any claims
after such period will not have a material adverse effect on their respective financial positions or results of operations.

Neither ISP nor the assets or operations of ISP, which was operated as a division of a corporate predecessor of
GAF prior to July 1986, have been employed in the manufacture or sale of asbestos products. ISP believes that it
should have no legal responsibility for damages in connection with asbestos-related claims, but ISP canrot predict
whether any such claims will be asserted against it or the outcome of any litigation related to such claims. In addition,
should GAF be unable to satisfy judgments against it in asbestos-related lawsuits, its judgment creditors might seek to
enforce their judgments against the assets of GAF., including its indirect holdings of common stock of ISP, and such
enforcement could result in a change of contro! of ISP. '

SEC Consent

On March 8, 1990, GAF, on behalf of itself and its subsidiaries, and a former GAF officer, without admitting or
denying the allegations in a proposed complaint by the Securities and Exchange Cornmission relating to an alleged
attempt to increase the price of Union Carbide Corporation common stock in October 1986, consented to the entry of
judgments, consisting of a $1.25 million finc and an injunction against violating certain scctions of the Exchange Act,
and rules thereunder.

Other Litigation

On January 20, 1993, Rhone-Poulenc Surfactants and Specialties, Inc. (“RP”) filed an action against GCC in
Delaware Chancery Court (New Castle County) secking a declaratory judgment that RP could exercise its alleged
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right to retice substantially all of GCC’s interest in Rhone-Poulenc Surfactants and Specialties L.P. (the **Surfactants
Parinership™). The Court dismissed RP’s complaint, without prejudice, and indicated that GCC had a “'bona fide
claim” (althongh not finally established) against RP for "abusive transfer pricing”™ and that there was a substantial
guestion as to RP’s good faith in seeking to exercise its alleged right to retire GCC's interest in the Surfactants
Partnership. Notwithstapding such ruling, RP notified GCC that it intended to retire GCC’s interest in the Surfactants
Partnership.

On June 4, 1993, GCC filed suit against RP in the 23rd Judicial District Court of Brazoria County, Texas,
asserting claims against RP relating to the Surfactants Partnership for breaches of fiduciary duties, breach of contract,
common law conspiracy, negligence and seeking damages and injunctive relief. On August 4, 1993, the court issued a
temporary injunction eajoining RP from terminating GCC's interest in the Surfactants Partnership, and found that
GCC had established both a prima facic case supporting its claims against RP for breach of fiduciary duty and a
probable right on final trial to a permanent injunction. While RP has filed a notice of appeal from the temporary
injunction and trial on the merits is scheduled for July 1, 1994, the litigation between the parties has been suspended
on account of the pendency of settlement discussions between the parties and a bond in the amount of $28.5 million
posted by GCC in connection with the temporary injunction has been released. GCC has advised ISP that GCC
expects to prevail in obtaining a permanent injuaction if a settlement of this matter is not reached.

In connection with the creation of the Surfactants Partnership, ISP recorded a deferred tax liability inthe amcunt
of $119 million, which amount is included in the consolidated balance sheet of G-I Holdings and has been increased to
$122.5 million as a result of the 1% increase in the federal corporate income tax rate enacted in August 1993, In certain
circumstances, including if RP were to retire substantially all of GCC’s interest in the Surfactants Partnership before
February 12, 1995, GCC would be required to satisfy this liability (subject to reduction to reflect utilization of the tax
attributes of the GAF consolidated group as discussed below). However, as a result of the temporary injunction,
payment of this liability is not expected earlier than December 1994 under present circumstances and, if such liability
were required to be satisfied, the GAF consolidated group presently projects that it would pay approximately $65
millton at such time after taking into account the utilization of net operating loss carryforwards and other favorable tax
attributes. There can be no assurance that the GAF consolidated group will not ultimately be required to pay this tax
liability as early as December 1994. G Industries has assumed, and G Industries and GAF have agreed to jointly and
severally indemnify ISP against, such tax liability. ISP is a member of the same consolidated group as GCC and,
subject to such indemnification, would be severally liable for any tax liability imposed in connection with the
retirement of GCC's interest in the surfactants Partnership should GCC, G Industries and GAF be unable to satisfy
such liability. GAF has advised ISP that, in the event the tax liability becomes payable, GAF believes that it will have
access 1o sufficient funds at that time to satisfy this liability if so required. See Note 4 of Notes to Consolidated
Financial Statements contained in the Annval Report.

ISP believes that the ultimate resolution of the dispute with RP will not have a material adverse effect on the
financial position or results of operations of ISP.

Item 4. Submission of Matters to a Yote of Security Holders
No matters were submitted to a vote of security holders in the fourth quarter of 1993.
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Executive Officers

The following table sets forth the name, age, position and other information with respect to the executive officers
of ISP and the executive officers and directors of ISP Chemicals and 1SP Technologies.

- Prezent Principal Occupation or Employment
Name and Pesition Held(1) Age and Five-Year Employment History
Samuel .Heyman ................... 55  Mr. Heyman has been a director and Chairman and Chief
Director, Chairman and Executive Officer of ISP since its formation
Chief Executive Officer, and Chief Executive Officer of ISP Chemicats and ISP
International Specialty Technologies since November 1991. Mr. Heyman has
Products Inc. been Chairman and Chief Executive Officer of GAF, G

Industries and certain of its subsidiaries since April
1989, prior to which he held the same position with
GAF's predecessor (the “Predecessor Company™)
from December 1983 to April 1989. He has been
Chairman of GCC and its predecessor since July 1984
and Chairman and a director of BMCA since its
formation. He is also the Chief Executive Officer,
Manager and General Partner of a number of closely
held real estate development companies and
partnerships whose investments include commercial
real estate and a portfolio of publicly traded securities.

CarlR. Eckardt ..................... 63  Mr. Eckardt has been a director of ISP since its formation
President and Chief and has been President and Chief Operating Officer of
Operating Officer, ISP and Chief Operating Officer of ISP Chemicals and
International Speciaity ISP Technologies since January 3, 1994. Mr. Eckardt
Products Inc. was Executive Vice President, Corporate Development

of ISP from its formation to January 2, 1994, Mr.
Eckardt has been a director and Executive Vice
President, Corporate Development of GAF since April
1989 and held the same position with the Predecessor
Company from January 1987 to April 1989. Mr.
Eckardt has been Executive Vice President, Corporate
Development of G-I Holdings since March 1993, Mr.
Eckardi was President of GCC and the Predecessor
Company’s chemicals division from 1985 to 1987, Mr.
Eckardt was Senior Vice President—Worldwide
Chemicals and Senior Vice President-—International
Chemicals of the Predecessor Company from 1982 to
1985 and 1981 to 1982, respectively. Mr. Eckardt
joined the Predecessor Company in 1974.
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Name and Position Held(1)

Mark A. Buckstein . ... _...._......... 54
Executive Vice President,
General Counsel and-
Secretary, International
Specialty Products Inc.

JamesP.Rogers ..................... 42
Senior Vice President—
Finance and Treasurer,
Intemnational Specialty
Products Inc.

JamesJ.Conway ................00ne 50
Senior Vice President
and General Manager,
Specialty Denvative
Chemicals, International
Specialty Products Inc.

Present Principal Occupation or Employment
and Five-Year Employment History

Mr. Buckstein has been a director, Executive Vice

President, General Counsel and Secretary of ISP, G-1
Holdings, GAF, G Industries and certain of its
subsidiaries, including ISP Chemicals and ISP
Technologies, since August 1, 1993, and has held the
same positions with BMCA since its formation. From
July 1992 to April 1993, he was Executive Vice
President of the American Arbitration Association.
From February 1986 to June 1992, he was a director,
Senior Vice President, External Affairs and General
Counse! of Trans World Airlines, Inc. He was Special
Professor of Law at Hofstra University Law School
from 1981 through 1993 and since January 1994 has
been Adjunct Professor of Law at Rutgers University
School of Law.

Mr. Ragers has been Senior Vice President-Finance of

ISP, ISP Chemicals and ISP Technologies and has been
Senior Vice President, Chief Financial Officer of G-I
Holdings, GAF and certain of its subsidiaries since
November 1, 1993. Mr. Rogers has also served as
Treasurer of G-1 Holdings, ISP, ISP Technologies, ISP
Chemicals, GAF and certain of its subsidiaries since
March 1992 and was Vice President and Treasurer of
such corperations from March 1992 to October 31,
1993, He has been a director and Senior Vice President
and Treasurer of BMCA since its formation. From
August 1987 to March 1992, Mr. Rogers was Treasurer
of Amphenol Corporation, a manufacturer of electrical
connectors.

Mr. Conway has been Senior Vice President and General

14

Manager, Specialty Derivatives of ISP since January
1993. He has held the same position and has been a
director of ISP Technologies since January 1993, From
March 1991 to November 1992, he was President of the
Specialty Products Group of Hoechst Celanese
Corporation (“HCC”). From April 1990 to March
1991, Mr. Conway was Executive Vice President of the
same business of HCC. From January 1989 to March
1991 he was Vice President and General Manager of
HCC's Engineering Plastics Division of the Advanced
Materials Group and from November 1986 to January
1989 he was General Manager of such division.
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Present Principal Occupation or Employment

Name and Position Held(1) Ape and Five-Year Employment History

James L. Strupp..........oiiiaaas 50  Mr. Strupp has been Senior Vice President—Human
Senior Vice President— Resources of ISP since May 1991 and Senior Vice
Human Resources, -~ President—Human Resources of ISP Chemicals and
International Specialty ISP Technologies since June 1991. From 1987 to May
Products Inc. 1991 he was Executive Vice President and Partner with

Bastion Industries. Mr. Strupp was Vice President
—Human Resources of the Predecessor Company from

1984 to 1987.

Richard B.Olsen .................... 47  Mr. Olsen has been Senior Vice President and Chief
Senior Vice President Financial Officer of ISP, ISP Chemicals and ISP
and Chief Financial Technologies since November 1993, prior to which he
Officer, Intemational was Vice President—Finance and Purchasing of ISP,
Specialty Products Inc. ISP Chemicals and ISP Technologies since June 1991,

He was Vice President, Finance of GCC from April
1989 to November 1993 and held the same positions
with the Predecessor Company from June 1986 to April
1989,

(1) Under ISP’s By-laws, each director and executive officer continues in office until ISP's next annual meeting of
stockholders or until a successor is elected and qualified.

PART 11

Item 5. Market for Registrant’s Common Equity and Related Stockholder Matters

The information contained in the Annual Report under the heading “‘Market for Common Stock”™ is
incorporated by reference herein.

Item 6. Selected Financial Data

The information contained in the Annual Report under the heading ““Selected Financiat Data™ is incorporated by
reference herein.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The information contained in the Annual Report under the heading “Management’s Discussion and Analysis of
Financial Condition and Results of Operation™ is incorporated by reference herein.
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Item 8. Financial Statements and Supplementary Data

The following financial statements contained in the Annual Report and the information contained in the Annual
Report under the heading “Quarterly Financial Data™ are incorporated by reference herein.

Y Annusl Report
Number
Report of Independent Public Accountants ............c.ovurieinnninnnnecnnn. 46
Consolidated Statements of Income for the three years ended
December 31, 1993 L. e, 22
Consolidated Balance Sheets as of December 31, 1992and 1993 ................. 23
Consolidated Statements of Cash Flows for the three years ended
December 31, 1993 . i e et e 24-25
Consolidated Statements of Stockholders’ Equity for the three years ended
December 31, 1993 .. i i et iieaaaaaeas 26
Notes to Consolidated Financial Statements .................cccovivinennran. 27-45

Item 9. Disagreements on Accounting and Financial Disclosure

None.

PART IH

Item 10. Directors and Executive Officers of Registrant

The Information relating to the directors of ISP, to be contained in the Proxy Statement under the heading
*“Election of Directors™ is incorporated by reference herein. For information related to the Executive Officers of ISP,
ISP Chemicals and ISP Technologies, see “Executive Officers™ in Part I of this report.

Thomas C, Bohrer, former President and Chief Operating Officer of ISP, failed to file on a timely basis a Form 5
required by Section 16(a} of the Securities Exchange Act.
Item 11. Executive Compensation

The information to be contained in the Proxy Statement under the headings “Compensation of Executive
Officers of the Company" and “Election of Directors™ is incorporated by reference hercin.
Item 12. Security Ownership of Certain Beneficial Owners and Management

The information to be contained in the Proxy Statement under the heading *Security Ownership of Certain
Beneficial Owners and Management™ is incorporated by reference herein.
Item 13. Certain Relotionships and Related Transactions

The information tobe contained in the Proxy Statement under the captions “Election of Directors™ and “*Certain
Transactions” is incorporated by reference herein.
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PART IV

Item 14, Exhibits, Financial Statement Schedules and Reports on Form 8-K
The following dacuments are filed as part of this report:
(a){1} Financial Statements:

Financial statements of ISP are incorporated by reference to ISP"s Annual Report to Stockholders for the fiscal
year ended December 31, 1993. See list on page 16 herein.

{a)(2) Financial Statement Schedules:

The following supplementary financial information is filed in this Form 10-K and should be read in conjunction
with the financial statements in the Aonual Report.

Fage Number
in this
Form 10-K
Report of Independent Public Accounts on Schedules for the years -
ended December 31, 1991, 1992and 1993 ... ... oo u i i S-1
Consolidated Financial Statement Schedules:
Schedule 1 — Marketable Securities—Other Investments .................. S-2
Schedule Il  — Amounts Receivable From Related Parties, Underwriters,
Promoters, And Employees Other Than Related Parties . . ...... S-3
Schedule V. — Property, Plantand Equipment . ... ........................ 5-4
Schedule VI — Accumulated Depreciation of Property, Plant and
Equipment .........ccitiniiiiiriiiriiaiira it 8-5
Schedule VIIT — Valuation and Qualifying Accounts ........................ S-6
ScheduleIX —Short-TermBorrowings ......... ..o iiiiiiiiiiaines 5-7
Schedule X  — Supplementary Income Statement Information ............... S-8

Schedules, other than those listed above, are omitted because of the absence of the conditions under which they
are required or because the required information, where material, is shown in the financial statements or the notes
thereto.

{a)(3) Exhibits
(a) The following documents are filed as part of this report:

3.1 — Certificate of Incorporation of ISP (incorporated by reference to Exhibit 3.1 to ISP’s Registration
Statement on Form S-1, registration number 33-40337 (the *“Company Stock Registration
Statement™)).

3.2 — By-laws of ISP (incorporated by reference to Exhibit 3.2 to the Common Stock Registration
Statement).

3.3 — Centificate of Incorporation of ISP Chemicals (incorporated by reference to Exhibit 3.3 to ISP's
Registration Statement on Form S-1, registration number 33-44862 (the “9% Note Registration
Statement™)).

3.4 — By-laws of ISP Chemicals (incorporated by reference to Exhibit 3.4 to the 9% Note Registration
Statement).
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3.5 — Certificate of Incorporation of ISP Technologies (incorporated by reference to Exhibit 3.5 to the 9%
Note Registration Statement).

3.6 — By-laws of ISP Technologies (incorporated by reference to Exhibit 3.6 to the 9% Note Registration
Statement).

4 — Indenture, dated as of March 1, 1992, relating to ISP’s 9% Senior Notes due March 1, 1999
(incorporated by reference to Exhibit 4 to the 9% Note Registration Statement).

10.1 — Credit Agreement, dated as of July 23, 1992 (incorporated by reference to Exhibit 10.1 of ISP’s Form
10-Q for the quarter ended June 28, 1992).

10.2 — Amendment No. 1, dated as of October 15, 1992, to the Credit Agreement (incorporated by reference
to Exhibit 10.2 to ISP’s Form 10-K for the year ended December 31, 1992 (the 1992 10-K™)).

10.3 — Amendment No. 2, dated as of December 23, 1992, to the Credit Agreement (incorporated by
reference to Exhibit 10.3 of the 1992 10-K).

104 — Amendment No. 3, dated as of December 13, 1993, to the Credit Agreement.

10.5 — Management Agreement, dated as of March 3, 1992, among ISP, GAF, G-1 Holdings, G Industries,
GAF Building Materials and Broadcasting.

16.6 — Amendment No. 1, dated as of January 1, 1994, to the Management Agreement.

10.7 — Tax Sharing Agreement among ISP, ISP Chemicals, ISP Technologies the Subsidiary Guarantors,
GAF and G Industries.

10.8 — Non-Qualified Retirement Plan Letter Agreement (incorporated by reference to Exhibit 10.11 to the
Common Stock Registration Statement),* '

109 — Amended and Restated 1991 Incentive Plan for Key Employees. *

10.10— Agreement dated September 23, 1991, between ISP and Thomas C. Bohrer (incorporated by reference
to Exhibit 10.16 to the 9% Note Registration Statement).”

10,11— Agreement, dated June 10, 1993, between ISP and Mark A. Buckstein (incorporated by reference to
Exhibit 10.t of ISP's 10-Q, for the quarier ended October 3, 1993).*

10.12— Agreement, dated July 30, 1993, between ISP and Carl R. Eckardt.*

10.13— Stock Appreciation Right Agreement, dated December 31, 1993, between GAF and Mark A.
Buckstein.*

10.14— Stock Appreciation Right Agreement, dated January 20, 1994, between GAF and James P. Rogers. *
10.15— Stock Appreciation Right Agreement, dated January 20, 1994, between GAF and James J. Strupp. *

10.16— Contribution Agreement among ISP Chemicals, ISP Technologies and the Guarantors (incorporated
by reference to Exhibit 10.17 of the 9% Registration Statement).

10.17— Form of Maintenance Agreement between ISP and ISP Chemicals (incorporated by reference to
Exhibit 10.18 to the 9% Note Registration Statement).

10.18— Form of Assignment and Assumption Agreement between G Industries and ISP (incorporated by
reference to Exhibit 10.19 of the 9% Note Registration Statement).
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10.19— Form of Assignment and Assumption Agreement among ISP, ISP Chemicals and ISP Technologies
(incorporated by reference to Exhibit 10.20 of the 9% Note Registration Statement).

10.20--- Form of Intercompany Term Note of ISP payabk to the order of ISP Chemicals (incorporated by
reference to Exhibit 10.21 to the Senior Note Registration Stalement).

10.21— Form of Intercompany Term Note of ISP payabie to the order of ISP Technotogies (incorporated by
reference to Exhibit 10.22 to the Senior Note Registration Statement).

10.22— Form of Intercompany Revolving Note of ISP payabic to the order of ISP Chemicals (incorporated by
reference to Exhibit 10.23 to the Senior Note Registration Statement).

10.23— Fosm of Intercompany Revolving Note of ISP payable to the order of ISP Technologies (incorporated
by reference to Exhibit 10.24 1o the Senior Note Registration Statement).

13.1 — Annual Report to Stockholders for the year ended December 31, 1993, which except for the poniions
thereof which are expressly incorporated by reference herein, is furnished for the information of the
Commission and shalt not be deeined filed.

21 — Subsidiaries of ISP and ISP Chemicals; ISP Technologics has no subsidiaries,
23.1 — Consent of Arthur Andersen & Co.
23.2 — Consent of Arthur Andersen & Co.

* Management and/or compensation plan or arrangement.
{b) Reports on Form 8-K
No reports on Form 8-K were filed in the fourth quarter of 1993,
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SIGNATURES

Purssant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

INTERNATIONAL SPECIALTY
PRODUCTS INC.

ol

Mark A Buckstein
Executive Vice President,
General Counsel and Secretary; Director

Date: March 30, 1994

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacities indicated.

Siguature [ Title
Chairman of the Board of Directors and Chief

Samuel J. Heyman Executive Officer
V) [t
j //!/Wt—/t President and Chief Operating Officer; Director
R. Eckardt

Executive Vice President, General Counsel

0 Mark A. Buckstein and Secretary; Director
s
/C/;g zg«f Senior Vice President and Chief Financial Officer
Richard B, Olsen
_ Director
Harrison J. Goldin
" _ ' Director
Charles M. Diker
Director
Sanford Kaplan
Director
Burt Manning
Vice President and Controller (Principal
Jogtathan H. Stern Accounting Officer)
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SIGNATURES

Pursuant 10 the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

- INTERNATIONAL SPECIALTY
PRODUCTS INC,

By

Mark A. Buckstein
Executive Vice President,
General Counsel and Secretary; Director

Date: March 30, 1994

Pursuant to the requirements of the Securitics Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacities indicated.

Signatare Title

Chairman of the Board of Directors and Chief
Samuel ], Heyman Executive Officer

President and Chief Operating Officer; Director

Carl R. Eckardt

Executive Vice President, General Counsel
Mark A Buckstein and Secretary; Director

Senior Vice President and Chief Financial Officer

Director
_ N Director
Charles M. Diker
Director
Sanford Kaplan
Director
Burt Manning
Vice President and Controller (Principal
Jonathan H. Stem Accounting Officer)
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

* T INTERNATIONAL SPECIALTY
PRODUCTS INC.

By

Mark A. Buckstein
Executive Vice President,
General Counsel and Secretary; Director

Date: March 30,1994

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacities indicated.

Signature Title
_ Chairman of the Board of Directors and Chief
Samuel J. Heyman Executive Officer
President and Chief Operating Officer. Director
Carl R. Eckanh
Executive Vice President, General Counsel
Mark A. Buckstein and Secretary; Director
_ _ Senior Vice President and Chief Financial Officer
Richard B, Olsen
_ Director
Harrison J. Goldin
Charles M. Diker ;
|
Director |
Sanford Kaplan
i
Director
Burt Manning
Vice President and Controller (Principal
Jonathan K. Stem Accounting Officer)
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d} of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly avthorized.

.

INTERNATIONAL SPECIALTY
PRODUCTS INC,

By

Mark A. Bucksiein
Executive Vice President,
General Counsel and Secretary; Director

Date: March 30, 1994

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacitics indicated

Signature L
. Chairman of the Board of Directors and Chief
Samuel J. Heyman Executive Officer
— President and Chief Operating Officer; Director
Carl R. Eckardt
Executive Vice President, General Counsel
Mark A. Buckstein and Secretary; Director
Senior Vice President and Chief Financial Officer
Richard B. Olsen
— o Director
Hasrison J. Goldin
Director
\%W?W/z%(/ —
{’Sanfadl(mlm
. Director
But Manning
Vice President and Controller (Principal
Jonathan H. Stern Accounting Officer)
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

INTERNATIONAL SPECIALTY
PRODUCTS INC.

By

Mark A, Buckstein
Executive Vice President,
General Counsel and Secretary; Director

Date: March 30, 1994

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacities indicated.

Siguature Tte

Chairman of the Board of Directors and Chief
Samuel J. Heyman Executive Officer

President and Chief Operating Officer; Director

Carl R. Eckandt
Executive Vice President, General Counsel
Mark A. Buckstein and Secretary; Direclor
_ Senior Vice President and Chief Financial Officer
Richard B. Olsen
_ Director
Harmison J. Goldin
_ Director
Charles M. Diker
Director
‘ord Kaplan
Director
Burt ing
Vice President and Controller (Principal
Jonathan H. Stemn Accounting Officer)
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

- ISP CHEMICALS INC.

By

¥ Mark A, Buckstein
Executive Vice Presideni,
General Counsel and Secretary; Director

Date: March 30, 1994

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacities indicated.

Signature Title
64’\ Chief Executive Officer

Samuel J. Heyman
40;?«//&-@1&% Chief Operating Officer
Carl K. Eckardt
— Executive Vice President, General Counsel
U Mark A. Bucksicin and Secretary; Director
/(:’56&;“’ Senior Vice President and Chief Financial Officer
Richard B, Oisen
; Principal Accounting Officer
Jonathan H_ Stem
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SIGNATURES

Pursnant 1o the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

- ISP TECHNOLOGIES INC.
Mark A. Buckstein

By C/h
Executive Vice Presiden:,

General Counsel and Secretary; Director
Date; March 30, 1994

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacities indicated.

Sigasture r Titte
W'—- Chief Executive Officer
Samuel J. Heyman
Carl R. Eckardt

{%J zlecymn ___President and Director
y

Executive Vice President, General Counsel

d MatkA.BuctQ/ and Sccretary; Director
/(/Af ﬂ-;‘_, Senior Vice President and Chief Financial Officer
Richard B. Otsen
Jodathan H. Sem
22
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SIGNATURES

Pursuant o the requirements of Section 12 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly cansed this report to be signed on its behalf by the undersigned, thereunto duly authorized.

o

ISP (PUERTC RICO) INC.
Mark A. Buckstein

By 21
/
Executive Vice President,

General Counsel and Secretary; Direcior
Date: March 30, 1994

Pursyant 10 the requirements of the Securities Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacities indicated.

Siguatre Tithe
~ Chicf Executive Officer
Samuel J. Heyman
27 Lo T
o Chief Operating Officer
Carl R. Eckandt
\\ /V\Q)u\( President and Director
J M. Potter
M Executive Vice President, General Counsel
MutA.Buckswn and Secretary; Director
ﬂk— Senior Vice President and Chief Financial Officer
R.ld’lln:IB Olsen
J H. Stem
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report 10 be signed on its behalf by the undersigned, thereunto duly authorized.

e

Date: March 30, 1994

ISP ENVIRONMENTAL SERVICES INC.

WL

Mark A. Buckstein
Execuavc Vice President,

General Counsel and Secretary; Director

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on March 30,

1994, by the following persons in the capacities indicated.

Signatare L]
Chief Execytive Officer
Samuel J. Heyman
77 T
7 2% iz President and Chief Operating Officer;
R. Eckardt Director

C,

J Mark A. Buckstein

B

Richard B, Olsen

&/

24

Executive Vice President, General Counsel

and Secretary; Director

Senior Vice President and Chief Financial Officer
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

- ISPFILTERS INC.
By ‘ 7/ ? ;
Mark A. Buckstein
cutive Vice President,

General Counsel and Secretary; Director
Date;: March 30, 1994

Pmmtmﬂamquﬁmnmsofﬂne&cmiﬁesﬁxdungehdoﬂ%&ﬂﬁsmpmlmhemsignedoan:hSO.
1994, by the following persons in the capacities indicased.

Chief Executive Officer

Samuel ). Heyman |
27 Tk
_£ S ¢re L Chief Operating Officer
Caxrl R. Eckardt

)' Z‘ﬂg ?’éga Executive Vice President, General Counsel

U Mark A, Buckstein and Sccretary; Director

/(5 ﬂ%'\—— Senior Vice President and Chief Financial Officer

Richard B. Otsen

Sem
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ISP GLOBAL TECHNOLOGIES INC.

By

U Mark A. Bucksicin
_ Executive Vice President,
General Counsel and Secretary; Direcior

Date: March 30, 1994

Pursuant 10 the requirements of the Securities Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacitics indicated,

Chief Executive Officer

Smud).ﬂe%
7 : <
m(g_ (JQML/L Chief Opezating Officer
\Mz’rﬁu President and Director
iam H. Baum
fn A Executive Vice President, General Counsel
[ MarkABuck_swin and Secretary; Director
/rgﬂ'ﬂ—- Senjor Vice President and Chicf Financial Officer
Richard B. Olsen
: 44 Principal Accounting Officer
em
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report o be signed on its behalf by the undersigned, thereunto duly authorized.

- ISP INTERNATIONAL CORP.
By
Mark A, Buckstein
Executive Vice Presidens,

General Counsel and Secretary; Director
Date: March 30, 1994

Pursuant to the requirements of the Securitics Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacities indicated.

Siguature G{/ Titte
Chief Executive Officer

Samuel J.
‘7/7 A (“"“-'f' VT/Cmef Operating Officer
Carl R. Eckardt

Wé&;{% President and Director

William H. Baum
)1Q;; 6;5 — Executive Vice President, General Counsel

Mark A, Buckstein and Secretary; Director
/65 /&’“‘*’ Senior Vice President and Chief Financial Officer
Richard B. Qlsen
7 H Stem .
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned. thereunto duly authorized.

o

ISP INVESTMENTS INC.

By

(] Mark A, Bucksicin
Executive Vice President,
General Counsel and Secretary; Director

Date: March 30, 1994

PmuantmdnmquhunemofﬁeSecmiﬁuExdungeAuofwu.ﬂﬁsmpmhashemﬁwdmMmh30.
1994, by the following persons in the capacities indicaed. '

Sigaters Q)’ nse
\ Chief Executive Officer
Samuel J. Heyman
74 (T Chief Operating Officer
Caxi R. Eckardt
’ jiél’“gé __ > Executive Vice President, General Counsel
U Mark A, Buckstein and Secretary; Director
/C/g e Senior Vice President and Chief Financial Officer
Richard B. Olsen
Principat Accounting Officer
‘onathan H. Stem
28
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly cansed this report to be signed on its behalf by the undersigned, thereunto duly authorized.

"

ISP MANAGEMENT COMPANY, INC,

By

Mark A. Buckstein
Executive Vice President,
General Counsel and Secretary, Director

Date: March 30, 1994

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacitics indicated,

Chief Executive Officer

Samuel J. Heyman
Mmmaudommgom@
CatiR.Eckmdl
W Executive Vice President, General Counsel

/JM'&BM and Secretary; Director
5%—— Senior Vice President and Chief Financial Officer

Richard B. Olsen

Vice President and Controller
Jonathan H. Stem (Principal Accounting Officer)
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SIGNATURES

Pursuant 10 the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

. ISP MINERAL PRODUCTS

By

‘f/ Mark A. Buckstein
Executive Vice President,
General Counsel and Secretary; Director

Date: March 30, 1994

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacities indicaned.

Signatwre Tide

_ Chief Executive Officer
Samuel ). Heyman

44 Z/a«——pw Chief Operating Officer
Carl R Eckandt

President and Director

Executive Vice President, General Counsel

}7 Mark A. Buckstein and Secretary; Director
Senior Vice President and Chicf Financial Officer
H. Stem
30
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securitics Exchange Act of 1934, the Registrant has
duly caused this repost to be signed on its behalf by the undersigned, thereunto duly authorized.

- ISP MINERAL PRODUCTS INC,
By
Mark A, Buckstein
Executive Vice President,

General Counsel and Secretary; Director
Date; March 30, 1994

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacities indicated.

Signatare Tide
_ Chief Executive Officer
Samue! J. Heyman .
—_ _ Chief Operating Officer
Carl R. Eckandt

3 President and Director
T.H.King

Executive Vice President, General Counsel

Mark A, Buckstein and Secreiary; Director

Senicor Vice President and Chief Financial Officer
Richard B. Olsen
Jonathan H. Swem
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

- ISP MINERALS INC.

By

y Mark A Buckstein
Executive Vice President,
General Counsel and Secretary; Director

Date: March 30, 1994

Pursuant to the requirements of the Secaritics Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacities indicated.

Sigaature 1 Titde
Chief Executive Officer

Samuel J. Heyman

President and Director

“TH. King

7_4& mZm/mwc.%"/ Chief Operating Officer

Executive Vice President, General Counsel

Aﬂ Mark A. Buckstein and Secretary; Director
ig w*-‘ Senior Vice President and Chicf Financial Officer

Richard B. Olsen

Principal Accounting Officer

J] H. Sem

K]
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

= ISP MINERALS INC.
By
Mark A. Buckstein
Executive Vice President,

General Counsel and Secretary; Director
Date: March 30, 1994

Pursyant to the requirements of the Securities Exchange Act of 1934, this report has been signed on March30
1994, bymefollomngpmmsmthecamcmesmm

Siguatwre Tite
_ Chief Executive Officer
Samuel J, Heyman
. President and Directoc
TH. King
Chief Operating Officer
Carl R. Eckardt
Executive Vice President, General Counsel
Mark A. Buckstein and Secretary; Director
Senjor Vice President and Chief Financial Officer
Richard B. Olsen
Jonathan H. Stem
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SIGNATURES

Pursuant 10 the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

- ISP REAYL ESTATE COMPANY, INC.
By JK§ ; ¢ ¢
Mark A. Buckstein
Executive Vice Presideny,

General Counsel and Secretary; Director
Date: March 30, 1994

Pursuant to the requirements of the Securitics Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacities indicated.

Siguature 4/' Tite
\ Chief Executive Officer
Samucl J. Heyman
7
. { o
77 -‘__—/;;--\__,(./t, Chief Operating Officer
R Eckardi

Executive Vice President, General Counsel

/(y Mark A. Buckstcin and Secretary; Director
. J/_gﬂt_- Senior Vice President and Chief Financia) Officer

Richard B. Olsen

H. Sem
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securitics Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

e

ISPREALTY WMON
By Wk
Mark A. Buckstein
Executive Vice Presidens,

) General Counsel and Secretary; Director
Date: March 30, 1994

Pursuant 1o the requirements of the Securities Exchange Act of 1934, this report has been signed on March 30,
1994, by the following persons in the capacities indicated.

Siguature r Titie
Chief Executive Officer

Samuel J. Heyman
__% té/flc-«--z : President and Chief Operating Officer
z ZR.EM
Executive Vice President, General Counsel
Mark A, Buckstein and Secretary; Director
5. (@_—*—-— Senior Vice President and Chief Financial Officer

RidmdB.Om_

Honathan H. Stem
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned. thereunto duly authorized,

VERONA INC.
Mark A, Buckstein
cutive Vice President,

General Counsel and Secretary; Director
Dase: March 30, 1994

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on March 30,
1994, byﬂefoﬂomgmmdncmmmm

MQA Tite
A

. Chief Executive Officer
Samuel J. Heyman
2 ¢ "
04 L, -’ZAA—/L»/\['.‘- Chief Operating Officer
R_ Eckardt
Executive Vice President, General Counsel
/(ﬂ MarkA.Bunkswm and Secretary; Director
Senior Vice President and Chief Financial Officer
ﬁclulﬂﬂ Olsen
NN Principal Accounting Officer
J . Stem
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
dﬂymmddﬁsrmmmhﬁgﬂmisbdmlfbymmmmmwdﬂym

- BLUEHALL CO

By

Mark A, Buckstein
Executive Vice President,
General Counsel and Secresary; Director

Date: March 30, 1994

PmmtoﬂwmquhemnsofmeSecwiﬁuExdmgcAaoﬂm.dﬁsmpmhlsbem:imedoanhSO.
1994, by the following persons in the capacities indicated.

Chief Executive Officer

~ Samuel J. Heyman
f o
77 Z// bne A, Presidentand Chiief Operating Officer
~Opi R Eciardt
/n Executive Vice President, General Counsel
Mark A, Buckstein and Secretary; Director
o /ﬁ-—-— Senioe Vice President and Chief Financial Officer
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ARTHUR ANDERSEN & CO.

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON SCHEDULES

TO INTERNATIONAL SPECIALTY PRODUCTS INC.:

We have audited in accordance with generally accepted anditing standards, the financial statements included in
International Specialty Products Inc.’s annual report to stockholders and incorporated by reference in this Form 10-K,
and have issued our report thereon dated March 8, 1994. Our audit was made for the purpose of forming an opinionon
those statements taken as a whole. The schedules listed in the index on page 17 of this Form 10-K are the responsibility
of the Company’s management and are presented for purposes of complying with the Securities and Exchange
Commission’s rules and are not part of the basic financial statements. These schedules have been subjected to the
anditing procedures applied in the audit of the basic financial statements and, in our opinion, fairly state in all material
respects the financial data required to be set forth therein in relation to the basic financial statements taken as a whole.

ARTHUR ANDERSEN & Co.

Roseland, New Jersey
March 8, 1994
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SCHEDULE 1
INTERNATIONAL SPECIALTY PRODUCTS INC.
MARKETABLE SECURITIES—OTHER INVESTMENTS

- AS OF DECEMBER 31, 1993
(Dollars in Thousands)
Cast
Principal (Balance Market
Amount or Sheet Valoe at
Number of Carrying  December 31,
TITLE OF ISSUE Shares Amount) 1993
SHORT-TERM INVESTMENTS
Securities:
Common Stock™*:
Paramount Communications ............................. 585,025 $46,151 $45.486
Utilities (4) . .00 13,492 13,911
Allother (1) ..o e 11,970 12,662
Total .o 71,613 72,059
Preferred Stock (1)* ... ...ooiii i 151 160
Total Short-term Investments ... ........................ $71,764 $72,219

*Figures in parentheses indicate number of issners included in the group.

§-2
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SCHEDULE 1
INTERNATIONAL SPECIALTY PRODUCTS INC,

AMOUNTS RECEIVABLE FROM RELATED PARTIES, UNDERWRITERS, PROMOTERS,
_ AND EMPLOYEES OTHER THAN RELATED PARTIES

Year Ended December 31, 1993
(Thousands)
Balance Amounis Balance
Janoary 1, Amounts Written December 31, 1993
Name of Debtor 1993 Additions Collected [0+ Current Non-Current
Alan Z. Senter ... .., $775,000 $ — $775,000(a) $ — $ — 3} —

Year Ended December 31, 1992

{Thousands)
Balance Amounts Balance
January 1, Amounts Written December 31, 1992
Name of Debtor 1992 Additions Cellected on Current Non-Current
AlanZ. Senter ...... s — 371500020 $ — $ — $775,000 $ —

Note:

(a) On December 11, 1992, the Company loaned Mr. Senter $775,000 for the purchase of a home, payable on demand,
without interest, but in no event later than the earlier of 30 days from the date of closing on the sale of his then-current
residence or June 11, 1993. The loan was repaid on May 27, 1993.
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INTERNATIONAL SPECIALTY PRODUCTS INC.
PROPERTY, PLANT AND EQUIPMENT

SCHEDULE YV

- Year Ended December 31, 1993
(Thousands)
Balance Balance
January 1, Additions December 31,
Classlfication 1993 at Cost Retirements Other{b) 1993
Land ... ... iiiniiinnnan, $ 53,700 $ 66 I — 3 990 $ 54,756
Land improvements .. ............ 11,626 1,226 87 27) 12,738
Buildings and fixtures ............ 71,870 1,817 170 530 74,047
Machinery and equipment ......... 342,176 27,080 3,553 4,739 370442
Construction in progress .......... 50,226 19,419(a) — (188) 69,457
$529,598 $49.608 33,810 $6,044 $581.440
Year Ended December 31, 1992
(Thousands)
Balance Bajance
Jan 1, Additlons December 31,
Classification ln;;; at Cost Retirements Other{c) 1992
Land .........c.ccvviiiinnan, $ 51,462 $ 42 $S — $ 2,19 $ 53,700
Land improvements .. ............ 12,799 679 43 (1,809) 11,626
Buildings and fixtures ............ 68,558 3,228 581 665 71,870
Machinery and equipment ......... 312,633 25,466 5,576 9,653 342,176
Construction in progress .......... 26,054 23,200(a) 2,132 3,104 50,226
$471.506 $52.615 $8,332 $13,809 $529,598
Year Ended December 31, 1991
(Thousands)
Balance
January 1, Addithons December 31,
Classification l”rf at Cost Retirements Other 1991
Land ... $ 51462 $ - $ — 3 — $ 51462
Land improvements .............. 12,293 487 1 20 12,799
Buildings and fixtures ............ 66,278 2,315 82 47 68,558
Machinery and equipment. . . ...... 288472 25,611 1,096 (354) 312,633
Construction in progress .......... 20,102 6,009(a) — (57 26,054
$438,607 $34,422 $1,179 $ 344) $471.506
Notes:

(a) Decnotes net change during the period.

(b) Includes $7.0 million related to the acquisition of the MTM fine chemicals business and a ($.8) million effect of

foreign exchange transtation.

(c) Includes $8.3 million related to the acquisition of the Van Dyk personal care business.
The ranges of annuat depreciation rates generally were as follows (applied principally on the straight-line basis):

Land improvements

Buildings and fixtures
Machinery and equipment

54

2i4-334%
214-3315%
...... 5 -334%
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Classification

Land improvements ... ..
Buildings and fixtures . ..
Machinery and equipment

Classification

Land improvements .....
Buildings and fixtures ...

Machinery and equipment

Classification

Land improvements ..............
Buildings and fixtures . ..

Machinery and equipment

INTERNATIONAL SPECIALTY PRODUCTS INC.
ACCUMULATED DEPRECIATION OF PROPERTY, PLANT AND EQUIPMENT

.........

.........

.........

SCHEDULE V]

Year Ended December 31, 1993
(Thousands)
Additions
Balance Charged to Balance
Janual; 1, Costs and December 31,
199 Expenses Retirements Other 1993
$ 1810 $ 680 $ 87 (4 $ 2389
10,993 3,286 3 (28) 14,220
64,723 24,771 2,490 (687) 86,317
$77.526 $28.737 $2,608 $(729) $102,926
Year Ended December 31,1992
(Thousands)
Additions
Balance Charged lo Balance
Janu’n,Z 1, Costs and December 31,
1 _Expenses Retirements Other 1992
$ 1,294 $ 54 $ 28 $ — $ 1,810
8,102 2,759 405 537 10,993
46,780 22,307 3,728 (636) 64,723
$56,176 $25.610 $4.161 $ 99 $ 77,526
Year Ended Decemnber 31, 1991
(Thousands)
Balance Charged to Balw
Jtnn;’rir 1, Costs and Dmmhr;?:ﬂ,
I Expenses Retirements Other 1991
3 794 $ 501 $ 1 5 — $ 1,294
5,100 3,068 79 13 8,102
28,555 19,678 1,122 (331 46,780
$34,449 $23,247 $1,202 $(318) $ 56,176
S-5
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INTERNATIONAL SPECIALTY PRODUCTS INC.
VALUATION AND QUALIFYING ACCOUNTS

SCHEDULE VIII

- Year Ended December 31, 1993
(Thousands)
Balance Charged to Balance
January 1, Costs and December 31,
Description 1993 Expenses Deductions 1993
Valuation and Qualifying Accounts Deducted
from Assets to Which They Apply:
Allowance for doubtfui accounts . ........ $2,105 $ 392 $ 184(a) $2,313
Reserve for inventory matket valuation . . . . 58712 5,142 2,023 8,991
Year Ended December 31, 1992
(Thousands)
Balance Charged 1o Balance
January 1, Costs and December 3,
Description D1l Expemes  Deductow 9%
Valuation and Qualifying Accounts Deducted
from Assets to Which They Apply:
Allowance for doubtful accounts ......... 52,221 $ 311 $ 427(a) $2,105
Reserve for inventory market valuation . . . . 3,389 3,748 1,265 5872
Year Ended December 31,1991
(Thousands)
Balance Charged to Balance
Jannery 1, Costs and December 31,
Description 1991 Expenses Deductions 1991
Valuation and Qualifying Accounts Deducted
from Assets to Which They Apply:
Allowance for doubtful acconnts ... ...... $2.433 $ 208 $ 420(a) $2.221
Reserve for inventory market valuation . . .. 5.046 1,752 3,409 3,389
Note:

(a)} Represents write-offs of uncollectible accounts net of recoveries.
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SCHEDULEIX
INTERNATIONAL SPECIALTY PRODUCTS INC,
SHORT-TERM BORROWINGS

- Year Ended December 31, 1993
(Dolars in Thousands)

Welghted Maximum Average Average
Average Month-end Month-end Month-end
Balance Interest Amount Amount Interest

Category Outstanding  Rate Outstanding Outstanding _ Rate
Bank borrowings ......................, $ 117 8.3% $2520 $ 80s 7.1%
Stock margin borrowings . ................ 12,731 2.5% 26,000 10,037 32%
Borrowings from GAF-Hiils joint venture . . . . — —_ 10,683 9.432 7.6%
Loans fromrelatedparty ................, 66,787 3.6% 66,787 32,929 42%
Year Ended December 31, 1992
(Dollars in Thousands)
For the Year 1992
At December 31, 1992 Weighted

Weighted Maxdmom, Averape Average
Average Mounth-end Month-end Month-end
Balance “Interest Amount Amount Interest

Catepory Quistanding Rate Outstanding Outstanding Rate
Bank borrowings .............cc0i0eiua $ 2211 5.6% $2211 % 244 7.5%
Borrowings from GAF-Hiiis joint venture . . . . — — 13,187 9,077 9.5%
Loans from related party ................. 20,470 5.5% 41,609 24,467 6.3%
Year Ended December 31, 1991
(Dollars in Thousands)
For the Year 1991
At December 31, 1991 Weighted
Welghted Maximum Average Average
Average Month-end Month-end Month-end
Balance Interest Amount Amonnt Enterest
Category Outstanding Rate Ouisianding Outstanding Rate
Bank borrowings ...........ccciiiiinnaas $105 10.0% $10,373 $3.108 10.0%
Botrowings from GAF-Huls joint venture . . .. — —_ 10,819 2,558 93%
Loans from related paties ................ — - 20,978 7.048 9.5%
Note:

Bank botrowings represent borrowings by the Company’s foreign subsidiaries under short-term lines of credit which
expire on various dates, but are generally renewable. Borrowings under the short-term lines of credit generally bear
interest at or near the prevailing market rates in the individual countries. At December 31, 1993, the Company’s
foreign subsidiaries had unused short-term lines of credit aggregating $24.9 million.
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SCHEDULE X
INTERNATIONAL SPECIALTY PRODUCTS INC.

SUPPLEMENTARY INCOME STATEMENT INFORMATION

F-

Charged to Costs and Expenses
Year Ended December 31
1993 1992 1991

(Thousands)
Ttem:

....................................... $33.256  $36,717  $34,281
................................ 6,963 6,046 5,291

S-8

92

G-I_EPA0008504




EXHIBIT INDEX
Exhibits Description Page No.

3.1 — Cenificaie of Incorporation of ISP (incorporated by reference to Exhibit 3.1 to ISP’s
Registration Statement on Form §-1, registration number 33-40337 (the “Company Stock
Registration Statement™)).

32 — By-laws of ISP (incorporated by reference t Exhibit 3.2 to the Common Stock
Registration Statement).

3.3 — Cettificate of Incorporation of ISP Chemicals (incorporated by reference to Exhibit 3.3 to
ISP's Registration Statement on Form S-1, registration number 33-44862 (the “9% Note
Registration Statement™)).

34 — By-laws of ISP Chemicals {incorporated by reference 1o Exhibit 3.4 to the 9% Note
Registration Staternent).

35 — Cenificate of Incorporation of ISP Technologies (incorporated by reference to Exhibit 3.5
to the 9% Note Registration Statement).

3.6 — By-laws of ISP Technologics (incorporated by reference to Exhibit 3.6 to the 9% Noie
Registration Statcment).

4 - Indenture,dated as of March 1, 1992, relating 0 ISP’s 9% Senior Notes due March 1, 1999
(incorporated by reference to Exhibit 4 to the 9% Note Registration Statement).

10.1 — Credit Agreement, dated as of July 23, 1992 {incorporated by reference 10 Exhibit 10.1 of
ISP’s Form 10-Q for the quarter ended June 28, 1992).

10.2 — AmendmentNo. 1, dated asof October 15, 1992, to the Credit Agreement (incorporated by
reference to Exhibit 10.2 to I1SP’s Form 10-K for the year ended December 31, 1992 (the
*“1992 10-K™)).

103 — Amendment No. 2, dated as of December 23, 1992, to the Credit Agreement (incorporated
by reference to Exhibit 10.3 of the 1992 10-K).

104 — Amendment No. 3, dated as of December 13, 1993, 1o the Credit Agreement. LY
10.5 — Management Agreement, dated as of March 3, 1992, among ISP, GAF, G-I Holdings,

G Industrics, GAF Building Materials and Broadcasting. £3
10.6 — Amendment No. 1, dated as of January 1, 1994, to the Management Agreement. 93

10.7 — Tax Sharing Agreement among ISP, ISP Chemicals, ISP Technologies the Subsidiary (o
Guarantors, GAF and G Industries. ‘1

10.8 — Non-Qualified Retirement Plan Letter Agreement (incorporated by reference 1o Exhibit
10.11 1o the Common Stock Registration Statement).*

109 — Amended and Restated 1991 Incentive Plan for Key Employees. * N7

10.10— Agreement dated September 23, 1991, between ISP and Thomas C. Bohrer (incorporated
by reference to Exhibit 10.16 to the 9% Note Registration Statement).*

10.11 — Agreement, dated June 10, 1993, between ISP and Mark A, Buckstein (incorporated by
reference to Exhibit 10.1 of ISP's 10-Q, for the quarter ended October 3, 1993).*
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Exhibits _ Description Page No.

10.12— Agreement, dated July 30, 1993, between ISP and Carl R. Eckardt.* 139

10.13— Stock Appreciation Right Agreement, dated December 31, 1993, between GAF and Mark 742
A. Buckstein *

10.14— Stock Appreciation Right Agreement, dated January 20, 1994, between GAF and James P. J50
Rogers. *

10.15— Stock Appreciation Right Agreement, dated January 20, 1994, between GAF and James 1. J5&
Strupp. * -

10.16— Contribution Agreement among ISP Chemicals, ISP Technologies and the Guaranors
(incorporated by reference to Exhibit 10.17 of the 9% Registration Statement).

10.17— Form of Maintenance Agreement between ISP and ISP Chemicals (incorporated by
reference to Exhibit 10.18 to the 9% Note Registration Statement).

10.18— Form of Assignment and Assumption Agreement between G Industries and ISP
{incorporated by reference to Exhibit 10.19 of the 9% Note Registration Statement).

10.19— Form of Assignment and Assumption Agreement among ISP, ISP Chemicals and ISP
Technologies (incorporated by reference to Exhibit 10.20 of the 9% Note Registration
Statement).

10.20— Form of Intercompany Term Note of ISP payable (o the order of ISP Chemicals
(incarporated by reference to Exhibit 10.21 to the Senior Note Registration Statement).

10.21— Form of Intercompany Term Note of ISP payable 1o the arder of ISP Technologics
(incorporated by reference to Exhibit 10.22 to the Senior Note Registration Statement).

10.22-— Form of Intercompany Revolving Note of ISP payable to the order of ISP Chemicals
(incorporated by reference to Exhibit 10.23 to the Senior Note Registration Statement).

10.23— Fomm of Intescompany Revolving Note of ISP payable to the order of ISP Technologies
(incarporated by reference to Exhibit 1024 to the Senior Note Registration Statement).

13.1 — AnnualReport to Stockholders for the year ended December 31, 1993, which except for the
portions thereof which arc expressly incorporated by reference herein, is furnished for the

information of the Commission and shall not be deemed filed. 166
21 — Subsidiaries of ISP and ISP Chemicals; ISP Technologies has no subsidiaries. 219
23.1 — Consent of Arthur Andersen & Co. 221
23.2 — Consent of Arthur Andersen & Co. 223

* Management and/or compensation plan or arrangement,
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EXHIBIT 10.4
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AMENDMENT NO. 3

AMENDMENT NO. 3 dated as of December 13, 1993, among
ISP CHEMICALS INC., a Delaware corporation (together with its
successors and permitted assigns, "1SP Chemicals"); ISP
TECHNOLOGIES INC., a Delaware corporation (together with its
successors and permitted assigns, "ISP Technologjes”:; ISP
Technologies and ISP Chemicals are referred to herein
collectively as the "Borrowers" and individually as a
“Borrower"): INTERNATIONAL SPECIALTY PRODUCTS INC. (together with
its successors and permitted assigns, "]ISP"):; each of the
Subsidjaries of ISP ildentified under the caption "SUBSIDIARY
GUARANTORS" on the signature pages hereto {each such Subsidiary,
together with its successors and permitted assigns, being
raferred to herein collectively as the "Sybsidiarv Guarantors"™
and individually as a "Subsidiarv Guarantor”); the financial
institutions listed on the signature pages hereof (each, together
with its successors and permitted assigns, a "Bank"):; and THE
CHASE MANHATTAN BANK (NATIONAL ASSOCIATION), acting as
administrative agent in the manner and to the extent described in
Section 11 of the Credit Agreement referred to below (in such
capacity, together with its successors in such capacity, the

"Agent").

The Borrowers, ISP, the Subsidiary Guarantors, the
Banks and the Agent are parties to a Credit Agreement dated as of
July 23, 1992, as amended by Amendment No. 1 dated as of October
18, 1992 and Amendment No. 2 dated as of December 23, 1992 (as so
amended and in effect on the date hereof, the "Credit _
Agreement"), providing, subject to the terms and conditions
thereof, for extensions of credit (by making of loans and issuing
letters of credit) to be made by said Banks to or for account of
the Borrowers in an aggregate principal or face amount not
exceeding $400,000,000. The Borrowers, ISP, the Subsidiary
Guarantors, the Banks and the Agent wish to amend the Credit
Agreement in certain respects, and accordingly, the parties
hereto hereby agree as follows:

Section 1. Definitions. Except as otherwise defined
in this Amendment No. 3, terms defined in the Credit Agreement
and not otherwise defined herein are used herein as defined

therein.

Section 2. Amendments. Subject to the satisfaction of
the conditions precedent specified in Section 4 below, but
effective as of the date hereof, the Credit Agreement shall be
amended as follows:

A. The definition of "EBITDA" in Section 1.01 of the
Credit Agreement is hereby amended by adding, at the end thereof,

the following:

$00516 Amendment No. 3 to Credit Agreement
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*1f at any time during such period a member of the ISp
Consolidated Group shall have sold any Business ©Or made an
acquisition (whether by merger or otherwise) of a Business,
EBITDA for such period shall be calculated after giving pro
forma effect to such sale or acquisition as if such sale or
acquisition occurred on the first day of such period. For
purposes of this definition, "Business’ shall mean (i) all
or substantially all of the assets of a Person related to
the operation of a line of business by such Person,
including, without limitation, all or substantially all
assets and other properties that are necessary or useful in
the coperation of that line of business, or (ii) all of the
capital stock of a Person which owns a Business."

B. The definition of "Indebtedness" in Section 1.0l of
the Credit Agreement is hereby amended to read in its entirety as
follows:

“Indebtedness" shall mean, with respect to any Person,
without duplication:

(a) all obligations of such Person for borrowed
money or evidenced by bonds, debentures, notes or
similar instruments;

(b) all obligations of such Person for the
deferred purchase price of property or services, except
trade accounts payable (other than for borrowed money)
arising in the ordinary course of business which are
not overdue by more than 90 days;

(c) all Capital Lease Obligations of such Person;

(d) all Indebtedness of others secured by a Lien
on any Property of such Person (whether or not such
Indebtedness has been assumed by such Person) or
Guaranteed by such Person (whether or not any such
Guarantee is limited in amount or is a limited recourse
obligation);

(e) any Guarantee of the performance of any
obligation of or completion of any project by any other
Person; and

(£) all obligations of such Person, contingent or
otherwise, in respect of any letters of credit or
bankers’ acceptances;

provjded that Indebtedness shall not include obligations in

respect of (i) Hedge Agreements, (11) Take-or-Pay Agreements
or (iil) the honoring by a Bank of a check, draft or similar

Amendment No. 3 to Credit Agreement
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instrument, wire transfer or electronic transfer ©f funds,
drawn or debited against insufficient funds in the ordinary
course of business so long as, in the case of this clause
(111}, such obligations are extinguished within three
Business Days after their incurrence.
C. The definition of "Interest Expense"” in
Sectjon 1.01 of the Credit Agreement is hereby amended by adding,
at the end thereof, the following:

"If at any time during such period a member of the ISP
Consolidated Group shall have sold any Business, such sale
shall, for purposes of calculating Interest Expense, be
deemed to have occurred on the first day of such period, and
Interest Expense for such period shall be reduced:

(1) by the amount of Interest Expense for such
period attributable to Indebtedness directly relating
to such Business that is repaid with proceeds from such
sale, is otherwise discharged in connection with such
sale, or is assumed by the purchaser in connection
therewith (in each case so long as no member of the ISP
Consoclidated Group remains liable for such
Indebtedness) during such period; and

(2) by an amount equal to the amount of interest
that would have accrued during such period on Loans
outstanding under this Agreement in an amount equal to
the aggregate amount of cash and cash equivalents
received in connection with such sale (net of the
aggregate amount of actual selling expenses incurred by
the ISP Consolidated Group in connection with such sale
and net of taxes paid or estimated to be payable in
cash by the ISP Consclidated Group in connection with
such sale) {or, 1f a senior financial cfficer of the
Borrowers can demonstrate to the reasonable
satisfaction of the Majority Banks that a rate of
interest different from that provided under this
Agreement should be used for such purpose, such
different interest rate};

I1f at any time during such period a member of the ISP
Consolidated Group shall have made an acquisition (whether
by merger or otherwise) of a Business, such acquisition
shall, for purposea of calculating Interest Expense, be
desmed to have occurred on the first day of such period, and
Interest Expense for such period shall be calculated as if
{x) the aggregate purchase price for such acquisition were
financed with Indebtedness, and (y) the interest rates
applicable to such Indebtedness were, throughout such
period, egqual to the interest rates applicable to Loans made

dm . ed men
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from time to time under this Agreement throughout such
period (or, if a senior financial officer of the Borrowers
can demonstrate to the reasonable satisfaction of the
Majority Banks that a different interest rate should be used
for such purpose, such different interest rate). For
purposes of this definitjon, ‘Busjness’ shall mean (i) all
or substantially all of the assets of a Person related to
the cperation of a line of business by such Person,
including, without limitation, all or substantially all
assets and other properties that are necessary or useful in
the operation of that line of business, or (ii1) all of the
capita)l stock of a Person which owns a Business."”

D. The Credit Agreement is hereby amended by deleting
the last sentence of Section 2.03(b).

E. Section 9.06 of the Credit Agreement is hereby
amended by deleting clause (x) in the penultimate sentence
thereof and substituting the following therefor:

"({x) any Guarantee in respect of the Senjor Discount
Notes due 1998 of G-I Holdings, or any refinancing thereof,
orll - -

F. Section 9.07 of the Credit Agreement is hereby
amended by deleting clause (a) thereof and substituting the
following therefor:

"{a) advances to Affiliates of ISP due either on
demand or not more than 13 months after the date of such
advance, Letters of Credit issued for the benefit of
Affiliates of ISP pursuant to Section 2.04, and Guarantees
of Indebtedness or other liabjlitjes of Affiliates, but only
so long as, after giving effect to such advance, issuance or
.Guarantee, the aggregate principal amount of all such
advances, together with the aggregate amount of all related
Letter of Credit Liabilities and the maximum amount of all
such Indebtedness and liabjilities sc guaranteed, on such
date does not exceed $50,000,000;".

G. Section 9.07(b) of the Credit Agreement is hereby
amended to read in itas entirety as follows:

"(b) Investments in Designated Subsidiaries
{(including, without limitation, Investments relating to
project financings involving such Subsidiaries), so long as,
as at the time of each such Investment and after giving
effect thereto, the aggregate book value of such Investment
(determined as of the date on which such Investment is made)
(minus, in the case of any such Investment consisting of the
contribution of a Newly Acquired Asset, the amount of any

L] 0. t a
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dividend or distribution paid on the date of such
contribution to a member of the ISP Consolidated Group by
the Designated Subsidiary to which such asset is
contributed), together with the book value of all other
Investments permitted under clause (a) above and this clause
(b)_{(in the case of each Such other Investment, determined
as of the date on which such Investment was made) (mjnus the
amount of any return of capital by a Designated Subsidiary
to a member of the ISP Consolidated Group since the date the
Investment in such Designated Subsidiary was made), does not
exceed 20% of the Adjusted Net Worth as of the end of the
¢iscal quarter of the ISP Consolidated Group immediately

preceding such date;"

H. Section 9.12 of the Credit Agreement is hereby
amended to read in its entirety as follows:

"9.12 Leverage Ratjo. (a) ISP will not, on any date

on or after September 30, 1992 and on or prior to
December 30, 1993, permit the ratio of

(1) Total Consolidated Indebtedness as cf such
date, to

{i1) (A) 4/3 of EBITDA for the period of three
consecutive fiscal quarters of the ISP Consolidated
Group ending on or most recently ended prior to such
date, for each such date occurring before December 131,

1992, or

(B) EBITDA for the period of four consecutive

fiscal quarters of the ISP Consolidated Group ending on
or most recently ended prior to such date, for each
such date occurring on or after December 31, 1992,

to be more than 3.75 to 1.
(b) ISP will not permit the ratio of

(1) Total Consolidated Indebtedneas as of such
date, to

(1i) the sum of {A) Adjusted Net Worth as of such
date plus (B) Total Consolidated Indebtedness as of

such date

to be more than (x) 0.55 to 1.00 .on any date on or after
December 31, 1993 and on or prior to December 31, 1994, and
{(y) 0.50 to 1.00 on any date after December 31, 1994."
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Section 3. Representatjons and Warranties. Each of

ISP and the Borrowers represents and warrants to the Banks that:

(i) the representations and warranties set forth in
Section 8 of the Credit Agreement are true and complete on
the_date hereof as if made on and as of the date hereof (or,
if any such representation or warranty is expressly stated
to have been made as of an earlier date, as of such earlier
date) and as if each reference in said Section 8 to “this
Agreement” included reference to this Amendment No. 3
(except, with respect to events occurring after the Closing
Date and covered by Section 8.13 of the Credit Agreement, to
the extent that such events have not resulted, and may not
reasonably be expected to result, individually or in the
aggregate, in a Materjal Adverse Effect); and

(11) both immedjiately prior to and after giving effect
to this Amendment No. 3, no Default has occurraed and is
continuing.

Section 4. (Condjtjons Precedent. As provided in
Section 2 above, the amendments to the Credit Agreement set forth
in sajd Section 2 shall become effective, as of the date hereof,
on the date of the execution and delivery of this Amendment No. 3
by (1) the Borrowers, ISP and the Subsidiary Guarantors and (ii)
either the Agent and the Majority Banks or the Agent acting with
the written consent of the Majority Banks.

Section 5. Ratification of Credit Agreement. The
Borrowers, ISP and the Subsidiary Guarantors ratify and confirm
the provisions of the Credit Agreement, as amended hereby,
acknowledge that references to "this Agreement™ in the Credit
Agreement are to the Credit Agreement, as amended hereby, and
further acknowledge that, except as herein provided, the Credit
Agreement shall remain unchanged and in full force and effect.

Section 6. Miscellaneous. This Amendment No. 3 may be
executed in any number of counterparts, all of which taken
together shall constitute one and the same amendatory instrument
and any of the parties hereto may exacute this Amendment No. 3 by
signing any such counterpart. This Amendment No. 3 shall be
governed by, and construed in accordance with, the law of the
State of New York. '
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IN WITNESS WHEREOF, the parties hereto have caused this
Amendment No. 3 to be duly executed and delivered as of the day
and year fjirst above written.

Borrowers |
ISP CHEMICALS INC.

INTERNATIONAL SPECIALTY
PRODUCTS INC.

.,Y_Zzz./_g_@zs
Title: Via (teidd 7/ Asr Tamvia

Subsidiary  Guarantors

ISP (PUERTO RICO)} INC.

ISP ENVIRONMENTAL SERVICES INC.
ISP FILTERS INC.

ISP GLOBAL TECHNOLOGIES INC. -
ISP INTERNATIONAL CORP.

ISP INVESTMENTS INC.

ISP MANAGEMENT COMPANY, INC.
ISP MINERAL PRODUCTS INC.

ISP MINERALS INC.

ISP REAL ESTATE COMPANY, INC.
ISP REALTY CORPORATION
VERONA INC.

BLUEHALL INCORPORATED

ISP VAN DYK INC.

ISP FINE CHEMICALS INC.

ISP NEWARK INC.

By,
TILE: o Pk + g Troras
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Commitment
$25,000,000.00

$35,000,000.00

$35,000,000.00

$25,000,000.00

$25,000,000.00

$25,000,000.00

Banks

THE CHASE MANHATTAN BANK
(NATJOMAL) ASSOCIATION)

By, ' A t-A‘

Title: Managing Director

The Bank of New York

By_
Title:

The Bank of Nova Scotia

Title:
Banque Paribas

By_
Title:

By_
Title:

Continental Bank, N.A.

Titie:

Credit Lyonnais New York Branch

Title:

Credit Lyonnais Cayman Island
Branch

By
Title:
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Commitment
$25,000,000.00

$35,000,000.00

$35,000,000.00

$25,000,000.00

$25,000,000.00

$25,000,000.00

Banks

THE CHASE MANHATTAN BANK
(NATIONAL ASSOCIATION)

By,
Title: Managing Director

The Bank of New York

51/7 5T G2 i

tle: 4.55«*-1"' Viee flr‘-"»'h"l
The Bank of Nova Scotia

By
Title:

Bangue Paribas

By .
Title:

Title:

Continental Bank, N.A.

By_
Title:

Credit Lyonnais New York Branch

By
Title:

Credit Lyonnais Cayman Island
Branch

Title:
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ommjtme

_$25,000,000.00

$35,000,000.00

$35,000,000.00

$25,000,000.00

$25,000,000.00

$25,000,000.00

Banks

THE CHASE MANHATTAN BANK
(NATIONAL ASSOCIATION)

By
Title: Managing Director

The Bank of New York

.Up, v

v
Banque Paribas

By_
Title:

BY_
Title:

Continental Bank, N.A.

By
Title:

Credit Lyonnais New York Branch

By_
Title:

Credit Lyonnais Cayman lsland
Branch

Title:
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Commjitment
$25,000,000.00

$35,000,000.00

$35,000,000.00

$25,000,000.00

$25,000,000.00

$25,000,000.00

Banks

THE CHASE MANHATTAN BANK
(NATIONAL ASSOCIATION)

By

Title: Managing Director
The Bank of New York

By

Title:

The Bank of Nova Scotia

BY
Title:

Bangue Parjibas

BY_
Title:

Credit Lyonnais New York Branch

BY_
Title:

Credit Lyonnals Cayman Island
Branch

BY_
Title:
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Commitment
$35,000,000.00

*

$23,333,333.33

$23,333,333.34

$23,333,333.33

$ 14,000,000.00

$ 14,000,000.00

$10,000,000.00

$ 9,000,000.00

Nation_jzs&;7f North Carolina, N.A.

Tit a#

The First National Bank of Boston

By
Title:

Fleet Bank, N.A.

By __
Title:

Mellon Bank, N.A.

By___
Title:

The Sumitomo Bank, Limited,
New York Branch

BY_
Title:

The Yasuda Trust and Banking Company
Limited, New York Branch

Title:
Mitsui Trust Bank (U.S.A.)

By
Title:

The Daiwa Bank, Limited

By
Title:

By_
Title:
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Commitment
$35,000,000.00

$23,333,333.33

$23,333,333.34

$23,333,333.33

$ 14,000,000.00

$ 14,000,000.00

$10,000,000.00

NationsBank of North Carolina, N.A.

By _
Title:

The First National Bank of Boston

Mellon Bank, N.A.

By_ _
Title:

The Sumitomo Bank, Limited,
New York Branch

Title:

The Yasuda Trust and Banking Company
Limited, New York Branch

By
Title:

Mitsul Trust Bank (U.S.A.)

By_
Title:

The Daiwa Bank, Limited

Title:

By_
Title: -
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Commitment
$35,000,000.00

$23,333,333.33

$23,333,333.34

$23,333,333.33

$ 14,000,000.00

$ 14,000,000.00

$10,000,000.00

$ 9,000,000.00

NationsBank of North Carolina, N.A.

By

Title:

The First National Bank of Boston

By
Title:

Fleet Bank, N.A.

B,m@,u&
itle: Sewor ML X2l 0wt

Mellon Bank, N.A.

By
Title:

The Sumitomo Bank, Limited,
Rew York Branch

By___
Title:

The Yasuda Trust and Banking Company
Limited, New York Branch

By___
Title:

Mitsui Trust Bank (U.S.A.)

By

Title:
The Daiwa Bank, Limited

By
Title:

By
Title:
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Commitment
$35,000,000.00

$23,333,333.33

$23,333,333.34

$23,33),333.33

$ 14,000,000.00

$ 14,000,000.00

$10,000,000.00

$ 9,000,000.00

namen

vy

NationsBank of North Carolina, N.A.

By

Title:

The First National Bank of Boston

By

Title:
Fleet Bank, N.A.

By
Title:

Mellop Bank, N.

ree Pre s:Jd"

The Sumitomo Bank, Limited,
New York Branch

By___
Title:

The Yasuda Trust and Banking Company

Limited, New York Branch

By_
Title:

Mitsul Trust Bank (U.S.A.)

By __
Title:

The Daiwa Bank, Limited

8y___
Title:

By

Title:
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Commitment
$35,000,000.00 NationsBank of North Carolina, N.A.
-— . BY
Title:
$23,333,333.33 The First National Bank of Boston
BY
Title:
$23,333,333.34 Fleet Bank, N.A.
Title:
$23,333,333.33 Mellon Bank, N.A.
BY__
Title:
$ 14,000,000.00 The Sumitomo Bank, Limjited,
New York anch
BY N, S
tl®: j5int General Manager
$ 14,000,000.00 The Yasuda Trust and Banking Company
Limited, New York Branch
BY
Title:
$10,000,000.00 Mitsui Trust Bank (U.S.A.)
By_
Title:
$ 9,000,000.00 The Daiwa Bank, Limited
BY_
Title:
8y
Title:
men s
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Commitment
$35,000,000.00

$23,333,333.33

$23,333,333.34

$23,333,333.33

$ 14,000,000.00

$ 14,000,000.00

$10,000,000.00

$ 9,000,000.00

NationsBank of North Carolina, N.A.

By___
Title:

The First Naticnal Bank of Boston

By

Title:
Fleet Bank, N.A.

By_
Title:

Mellon Bank, N.A.

By
Title:

The Sumitomo Bank, Limited,
New York Branch

BY-—
Title:

The Yasuda Trust and Banking Company

Limited, New York Branch
‘ ' .
Titl?: ; ’é ﬁ

Mitsul Trust Bank {U.S.A.)

Title:
The Dajiwa Bank, Limited

By _
Title:

By __
Title: -

72

G-I_EPA0008524




Commitment
$35,000,000.00

$23,333,333.33

$23,333,333.34

$23,333,333.33

$ 14,000,000.00

$ 14,000,000.00

$10,000,000.00

$ 9,000,000.00

hl o]

NationsBank of North Carolina, N.A.

By

Title:

The First National Bank of Boston

By

Title:
Fleet Bank, N.A.

By

Title:
Mellon Bank, N.A.

By__
Title:

The Sumjitomo Bank, Limited,
New York Branch

By

Title:

The Yasuda Trust and Banking Company
Limited, New York Branch

BY---

The Daiwa Bank, Limited
By

Title:

By_
Title:

to ed an
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Commitment
$ 9,000,000.00

$14,000,000.00

$ 9,000,000.00

$ 9,000,000.00

$ 9,000,000.00

$ 14,000,000.00

$ 14,000,000.00

10

Morgan Guaranty Trust Company of
New York

/ .-
By I/u.{u.... :T S ){_‘L.-._
Title:

National c1tylaank

By_
Title:

The Nippon Credit Bank, LTD.,
New York Branch

By_
Title:

Banca Commerciale ltaliana New
York Branch

BY-—
Title:

By
Title:

LTCB Trust Company

Title:

Societe Generale

Title:
Marine Midland Bank, N.A.

BY_
Title:
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[#) ment

$ 9,000,000.00

$14,000,000.00

$ 9,000,000.00

$ 9,000,000.00

$ 9,000,000.00

$ 14,000,000.00

$ 14,000,000.00

10

Moergan Guaranty Trust Company of
New York

By
Title:

National City Bank

By
Title: Accovat+ vfAceer

The Nippon Credit Bank, LTD.,
New York Branch

By___
Title:

Banca Commerciale Italiana New
York Branch

Title:

Title:

LTCB Trust Company

By
Title:

Societe Generale

By _
Title:

Marine Midland Bank, N.A.

By
Title:
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Commitment
$ 9,000,000.00

$14,000,000.00

$ 9,000,000.00

$ 9,000,000.00

$ 9,000,000.00

$ 14,000,000.00

$ 14,000,000.00

10

Morgan Guaranty Trust Company of
New York

By

Title:

National City Bank

BY_
Title:

The Nippon Credit Bank, LTD.,
New York Branch

By y )
itle: g o e e =
v‘w FR:SIJ.:.-C- . l'.l..\lin LV Ny |
Banca Commerciale Italiana New
York Branch

Title:

Title:

LTCB Trust Company

By_
Title:

Socliete Generale

By
Title:

Marine Midland Bank, N.A.

By
Title:
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Commitment
$ 9,000,000.00

$14,000,000.00

$ 9,000,000.00

$ 9,000,000.00

$ 9,000,000.00

$ 14,000,000.00

$ 14,000,000.00

10

Morgan Guaranty Trust Company of
New York

By
Title:

National City Bank

By_
Title:

The Nippon Credit Bank, LTD.,
New York Branch

By
Title:

Banca Commerciale Italiana,New
York anch

Titie: |

BY_Q“&‘; I“L‘U ~
Title: AP

LTCB Trust Company

BY—_
Title:

Soclete Generale

By
Title:

Marine Mjidland Bank, N.A.

By
Title:

aed
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Lommitment
_$ 9,000,000.00

$14,000,000.00

$ 9,000,000.00

$ 9,000,000.00

$ 14,000,000.00

$ 14,000,000.00

10

Morgan Guaranty Trust Company of
New York .

By
Title:

National City Bank

BY-
Title:

The Nippon Credit Bank, LTD.,
New York Branch

By
Title:

Banca Commerciale Italiana New
York Branch

Title:

Title:
LTCB Trust Company

S e

' By . .:ﬁ

Title: Senior Vice President

Societe Generale

Title:
Marine Midland Bank, N.A.

BYy_
Title:
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Commitment
.$ 9,000,000.00

$14,000,000.00

$ 9,000,000.00

$ 9,000,000.00

$ 9,000,000.00

$ 14,000,000.00

$ 14,000,000.00

10

Morgan Guaranty Trust Company of
New York

By_
Title:

National City Bank

BY
Title:

The Nippon Credit Bank, LTD.,
New York Branch

Title:

Banca Commerciale Italiana New
York Branch

By_
Title:

BY_
Title:

LTCB Trust Company

Marine Midland Bank, N.A.

BY
Title:
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Commjtment
$ 9,000,000.00

$14,000,000.00

$ 9,000,000.00

$ 9,000,000.00

$ 9,000,000.00

$ 14,000,000.00

$ 14,000,000.00

10

Morgan Guaranty Trust Company of
New York

By

Title:
National City Bank

By
Title:

The Nippon Credit Bank, LTD.,
New York Branch

By

Title:

Banca Commerciale Italiana New
York Branch

Title:

By
Title:

LTCB Trust Company

By
Title:

Societe Generale

By
Title:

Marine
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The Agent

THE CHASE MANHATTAN BANK
(NATIONAL ASSOCIATION), as Agent

oy S

Title: M.MJ:I Dr. c"f'w

ndment No. [»] e men
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EXHIBIT 10.5
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THIS AMENDED AND RESTATED MANAGEMENT AGREEMENT is
made as of March 3, 1992, by and among GAF Building
Materials Corporation ("Building Materials™), GAF Broadcast-
ing Company, Inc. ("Broadcasting” and, collectively with
Bullding Materials, the "Overhead Group®), GAF Corporation
("GAF"), G-I Holdings Inc. ("Holdings"™), G Industries Corp.
("Industries®), Perth Inc. (“Perth"), Merick Inc.
("Merick®™), GAF Chenicals Corporation ("Chemicals" angd,
collectively with GAF, Holdings, Industries, Perth and
Merick, the "Corporate Entities®™) and International
Spacialty Products Inc. (the “"Company*®), all of which are
Delaware corporations.

WHEREAS, the parties hereto are parties to an
Anended and Restated Management Agreement made as of May 8,
1991 (the "Existing Agreement®);

WHEREAS, the mambers of the Overhead Group desire
to have the Company provide certain ianagencnt services to
them, as more fully described below;

WHEREAS, the Company is willing to provide such
managawent ssrvices to the mambers of the Overhead Group but
will incur certain costs and expenses relating to those

services;
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WHEREAS, the parties desire to pay certain of each
other's expenses for their mutual administrative convenience
until such time as such expanses can be directly billed or
charged to the party that incurred éh.l, 80 long as each
party that incurs such axpense promptly reimburses the party
that pays the cost thereof;

WHEREAS, GAF and Holdings incurred certain
continuing administrative costs in connection with the
financing of G Industries' acguisition of the corperation
formerly known as GAF Corporation ("0ld GAF*) on March 29,
1989 in consideration of G Industries' agreement to pay for
such administrative costs, and GAF, Roldings and
G Industries desire to continue such a&rcen-nt; and

WHEREAS, the parties hereto desire to amend and
restate in its entirety the Existing Agreement as herein-
atter sat forth;

NOW THEREFORE, in consideration of the mutual
promises and subject to the conditions contained herein, the
parties hersby amend and rastate in its entirety the Exist-
ing Agreement and it is hereby agreed as follows:

1._ Tarx. The initial term of this Agreanent
(the “Terx") tﬁall commence on the date hereof and shall
continue for a pesrjod of 36 consecutive months. The first
12 months of the Term are herein referred to as “Year 1%,
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the immediately succeeding 12 months of the Term are herein

referrsd to as "Year 2" and the final 12 months of the Ternm

are herein referred to as “Year 3.

2. Provision of Services. The Company agrees to
provide to the Overhead Group and the Corporate Entities, to

the extent required by each of them, the following manage-

nent services, vhersver rendered (except as the location may

be limited below), which shall ba provided on a continuous

basis without specific reqguest:

(1)
(11)
(1i4)

(iv)
(v)

General management;

Financial services, including insu;—
ance managamant, accounting, payroll
and control and tax services;

1agal and corporate secratarial
services;

Computer services;

Administrative services, including
personnel and employee benafit plan
administration and telephone, tele-
copy, telex, photocopy and cafeteria
sexvices at the Company's headquarters
located in Wayne, New Jersey (the

"Headquarters™);
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(vi) Facilities' services and utilities
such as heat, eslectricity and water,
at the Hnadquartnrs.

The foregoing list of noréiccn shall not be deenmed
exhaustive and may be changed according to the changing
business needs of the parties hersto from time to time upon
mutual agreement among such parties (all services provided
by the Company pursuant to this Section 3 baing hereinafter
collectively raferred to as the "Services®).

3. Managepent Fee. In consideration of the
Company providing the Overhead Group with the Services, the
mexbers of the Overhead Group shall each pay to the cOnphny,
or to any of its subsidiaries as the Company shall desig-
nate, a managsment fee (the "Management Fee™) at the follow-

ing respective annual rates:

Bullding Materials = Rroadcasting

Year 1 $ 4,179,000 $ 139,000
Year 2 4,387,950 145,950
Year 3 4,607,347 153,248

The Managenant Fee shall be payable by the members of the
Overhead Group quarterly in arrears.

4. Reimbursement of Expenses.

(a) To the extent any party to this Agreement
pays any sxpense attributable to another party hereto for
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reagsons of administrative convenience (a "Reimbursable
Expense™)}, the party that paid the Reizmbursable Expense
shall promptly bill the party that incurred such expense for
the amount thereof, and the party that incurred such expense
shall promptly pay such invoice. If a Reimbursable Expense
is part of a combined or consclidated expense billed or
otherwvise chﬁrgcd to a single party though incurred for the
benefit of more than one party, the parties for wvhose bene-
f£it such expense was incurred shall endeavor to arrange for
direct billing or charging to them of their respective por-
tions of such expense. '

(b) Any party that bills another party for
Reimbursable Expenses during a calendar guarter shall pro-
vide to such other party, fellowing the completion of such
quarter, a statement indicating all amounts invoiced during
such guarter and vhsther such amounts have been paid.

5. W¥arranty. The Company warrants that it will
enploy sufficient and properly skilled personnel to perform
the Services in a professional manner. It is understood
that the Company may enter into contracts with third party
suppliers to_lgpply the Services and shall take into account
the best interests of the recipient thereof in negotiating
the teras and conditions of such contracts,
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6. Administrative Expenses.
- G Industries agrees to pay all of the costs and
expenses of GAF and Holdings in connection with their
businesses as holding companies, including but not limited
to the following:
(1) Bank account fees;
(1i) Trustee's fees and axpenses (if any):;
(1ii) Printing fees for stationery, checks
and certificates;
(iv) Registared agent fees;
(v) Costs assocliated with the maintenance
of their hesadguarters offices;
(vi)  Franchise taxes (unless covered by any
Tax Sharing Agreemant to wvhich GAF,
Holdings and G Industries are party).
This list shall not be deemed axhaustive and may be changed
according to the changing business needs of the parties from
tine to.tinc upon mutual agreement between the parties.
Payment by G Industries in respect of the foregoing costs
and expanses shall be due and payable promptly after receipt
from GAF or-npldings of evidence that payment of such costs
and expensas 1; due to third partitg.
7. Racords and Audit. Aﬂy party that bills
another for Reimbursable Expenses, or costs and expanses
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pursuant to Section 6, shall make and majintain accurate and
conplete records of such expenses and the basis for all in-
voices therafor, and shall ensure that there is no duplica-
tion in the invoicing of costs to a#y party. Each party
that pays any Reimbursable Expanses, or costs and expenses
pursuant to Section 6, invoiced to it shall have the right
to audit the records relating therete from time to time
dgrinq normal business hours.

8. Anpendments.

(2) The parties acknowledge that the Management
Fee has been established to raflact the cost to the Company
of providing Services hersunder on the date hereof. In fho
avant of a change of circumstances that materially affects
the cost to the Company of providing Services hereunder, in-
cluding, without limitation, a substantial increase in the
Services provided to any member of the Overhead Group or any
of the Corporate Entities, the parties, subject to Section
9.23 of the Amandment and Restatemsnt dated as of February
— ¢ 1992, as the same may be amended, supplexented or
othervise modified from time to time, among Industri;l, the
Company, the Borrowers and Domestic Subsidiary Guarantors
named therein, the Lenders and the Co-Agents and Co-
Arrangers party thereto and The Chase Manhattan Bank
(National Association), as Administrative Agent, shall
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nagotiate in good faith such amendments to this Agreement as
may be appropriate to take into account the effect of. any
such change of circumstances. Such amendments may include,
without limitation, an increase or d;cr-a-o of the
Managanment Fee in the case of the membars of the Overhead
Group, or the establishment of a managemant fee payable to
the Company in the case of the Corporate Entities.

(b) Subject to paragraph (c) of this Section 8,
any amendment, modification or waiver of any provision of
this Agreemeant shall only be effective if evidenced Sy a
written instrument signed by an officer of the Company and
an officer of the other party or parties affected by -uch
anendnent, modification or waiver. '

(c) Notwithstanding anything else to the contrary
contained herein, the list of Services may be revised by
mutual agreement of an officer of sach party affected there-
by without the nesd for a written instrument.

9. Governing lLasw. The exacution, validity,
interpretation and enforcement of this Agreement shall be
governad by the laws of the State of New York.

10. Amendment and Restatement. This Agreenent is
an anendment inﬂ restatenent of and supersades and supplants
the Existing Agreement.
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IN WITNESS WHEREOF, the parties have executed this

Agreemant on the day and year first above written.

GAF BROADCASTING COMPANY, INC.

o i [

m““' “oher . Blo ck.
Tiu.'\s"mw Ve #esidrmt

G-I HOLDINGS INC.

ol B

%Lm'(st- . Slock.

PERTH INC.

ok, A

N;‘; I @ﬂ«- . G/aat
Title: "Itur Vice m.‘,Jmf

GAF CHEMICALS CORPORATION

il AL

Name: /Stropun A, Agfoct
Title: {nwr Viee 7 sden st

INTERNATIONAL SPECIALTY
PRODUCTS INC.

Name: /-

Title: iy A ek

“ e Vie, Fonrder

GAF BULILDING HATE'RIALS
RATION .

(2% la1td ST e
Titl.. & & F‘ ('_, . r‘“' ¢

GAY CORPORATION

b A Do

niwor Vie Heudent

nu;:

G INDUSTRIES CORP.

Y.

Nanme: / n . Bloch,
Titl.'j entor Ve [Posidlond

MERICK INC.

BY!W’ M
Nane: &n A g,(é
Title: .W Ve Zmaidhont
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EXHIBIT 10.6
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AMENDMENT

AMENDMENT dated as of January 1, 1994 to AMENDED AND
RESTATED MANAGEMENT AGREEMENT dated as of March 3, 1992 (the
"Agreement”), among GAF Building Materials Corporation
("Building Materialg"), GAF Broadcasting Company, 1Inc.
("Broadcasting™), GAF Corporation ("GAF"),. G-I Holdings Inc.
("Holding"), G Industries Corp. ("Industries®), Merick Inc.
("Merick"), GAF Chemicals Corporation ("Chemicals") and
International Specialty Products Inc. (the "Company®), all of
which are Delaware corporations.

WHEREAS, the parties acknowledged in Section 8 of the
Agreement that the management fee payable to the Company under
the Agreement was established to reflect the cost to the Company
of providing services thereunder on the date thereof and the
Agreement provides that, in the event of a change of
circumstances that materially affects the cost to the Company of
providing services, the parties shall negotiate in good faith
such amendments to the Agreement as may be appropriate to take
into account the effect of any such change of circumstances,
including an increase or decrease in the management fee.

WHEREAS, the Company has begun implementation of a cost -
reduction program which has reduced the cost to the Company of
providing services under the Agreement and the parties have
agreed upon an adjustment in the management fee in 1light
thereof;

WHEREAS, the parties have determined to extend the term of
the Agreement;

NOW, THEREFORE, the parties hereby amend the Agreement as
follows:

1. Section 3 of the Agreement is amended to add as the
second sentence thereof the fqllowing:

“"Notwithstanding the foregoing, effective January 1,
1994, the Management Fee payable by Building Materials
and GAF Broadcasting shall be at the annual rates of
$4,213,000 and $140,131, respectively.

2. In all other respects, the Agreement shall remain in
full force and effect.
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IR WITNESS WHEREOF, the parties have exscuted this
Agrsemant on the day and ysar firat above vrittan.

GAF BROADCASTING CONPANY, INC. GAY BUILDING MATERIALS
RATION
By: .
Name® lmm D

. s oM _SEFRGe
,‘:'I:;c: PEE‘@@ 7

Titles hlm m

GAF CORPORATION
G-I HOLDINGS IKC.
G INDUSTRIES CORP.

MERICK INC. INTERNATIONAL SPECIALTY
GAF CHEMICALS CORPORATION PRODUCTE INC.
/) y

,,,WJQL pys LS P

Ha’n:.qark - Buekskewn Nama; Rohasst 6. O1Sen

Title: mm vid o‘u‘d‘m Title: Senmor WU Pftsdl_r\*?'»

Geneml (untel « Secretwiag ChuF Ananuat OFRRGR.
ameryiart . e
-
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EXHIBIT 10.7
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~ ' TAX SHARING AGREEMENT

THIS TAX SHARING AGREEMENT made as of the 7th day
of September, 1993, by and among GAF Corporation, a Delaware
corporation ("GAF"), G-I Holdings Inc., a Delaware
corporation (;G-I Holdings®") and G Industries Corp. (°G
Industries®),

WHEREAS, GAF is the common parent of an affiliated
group of corporations (the "GAF Group") within the meaning
of Section 1504 (a) of the Internal Revenue Code of 1966, as
amended (the *Code®), and G-I Holdings is a member of such
affiliated group;

WHEREAS, GAF, G-I Holdings and G Induatries are
parties to the Tax Sharing Agreement for GAF Corporation and
its Subsidiaries, dated as of September ___, 1990 (the
*Former Tax Sharing Agreement®);

WHEREAS, the parties to the Former Tax Sharing
Agreement wish to terminate such agreement;

WHEREBAS, GAF and G-I Holdings wish to provide for
the allocation among them of the consolidated federal income
tax liability of the GAF Group and for certain related
matters for periods ending after the date hereof;
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NOW, THEREFORE, in consideration of the forgoing
premisés and of the mutual covenants contained herein, the
parties hereto hereby agree as follqwg:

1.  DEFINITIONS |

. a. Where applicable, terms used in this
Agreement shall have the meanings ascribed to them in, and
shall be intefprated in accordance with, the Code, and the
regulations and rulings issued thereunder, as in effect from
time to time.

b. For purposes of this Agreement, the terms
set forth below shall be defined as follows:

{1} GAP Group -- GAP, G-I Holdings and
all corporations (whether now existing or hereafter formed
or acquired) that at the time join with GAF (or any
successor common parent corporation} in £iling a
consolidated federal income tax return.

(11) Pparent -- GAF, or any successor
common parent corporation of the GAF Group.

(111) G-I Holdings -- G-I Holdings,
Or any successor corporation.

{iv) G-I Holdings Group -- the
atfiliated group of corporations of which G-I Holdings would

be the common parent were it not a member of the GAF Group.
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{v) GAF Group Actual Tax Liability --
The gongolidated federal income tax liability reported on
the consolidated federal income tax return filed by the GAF
Group for the taxable year. o _

(vi) G-I Holdings Tax Liability --
The hypothetical federal income tax liability, determined at
the end of the taxable year, of the G-I Holdings Group,
computed as if the G-I Holdings Group had filed its own
congolidated federal income tax return for such taxable year
and all prior taxable years beginning at the date hereof or
thereafter during the term of this Agreement; provided,
however, that the G-I Holdings Tax Liability shall be
computed (1) subject to the modifications specified in
Treas. Reg. Sec. 1.1552-1(&)(2)(11) other than the
modifications specified in Treas. Reg. Sec. 1.1552-
1(a) (2) (11) (a) and Treas. Reg. Sec. 1.1552-1(a) (2) (i) (b);
(2) using the highest marginal corporate rate; and (3) using
the same elections and methods of accounting with respect to
G-l Holdings as are used in the determination of the GAF
Group Actual Tax Liability. The G-I Holdings Tax Liability
shall be determined each taxable year by Parent in its sole

discretion.
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(vii) G-I Holdings Estimated Tax
Liability -- G-I Holdings Tax Liabiljity, determined through
the end of each period for which estimated federal income
tax payments are due. The G-I noldiﬁés Estimated Tax
Liability shall be determined each taxable year by Parent in
its sole discretion, in accordance with the principles of
paragraph 1(b) (vi) hereof.

(viii) G-I Holdings Tax Refund -- The
hypothetical federal income tax refund for any year to which
G-I Holdings would be entitled determined in accordance with
the principles of paragraph 1{b} (vi) and using an amount of
carryback of G-I Holdings tax items only when and to the
extent such deduction, loss or credit reduces the GAP Group
Actual Tax Liability or reduces the GAF Group actual
consolidated federal taxable income for such year during the
term of this Agreement (taking such deduction, loss or
credit into account on a pro rata basis with those of all
members of the GAP Group other than G-I Holdings); provigded,
however, that such loss, deduction or credit has not been
previously utilized to reduce the G-I Holdings Tax Liability
or the G-I Holdings hypothetical federal taxable income.

The G-I Holdings Tax Refund shall be determined each taxable

year by Parent in its sole discretion.
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(ix) tax -- any tax measured by income
or groass receipts of the taxpayer, including but not limited
to regular corporate income tax or corporate alternmative
minimum tax, together with any and ;li interest, additions

to tax, fines and penalties payable with respect thereto.

2. PAYMENTS OF CONSOLIDATED
EEDERAL INCOME TAX LIABILITY

a. Tax Paymepts by Parent
Parent shall file consolidated federal income tax
returns and estimated tax returns for each taxable year
during the term of this Agreement, which returns ghall
include the G-I Holdings Group and shall pay in full any tax
shown due on such returns. |
b. Tax Pavments by G-I Holdings
For each taxable year or portion thereof during
which the G-I Holdings Group is included in a congolidated
federal income tax return with Parent, G-I Holdings will pay
to Parent an amount equal to the G-I Holdings Tax Liability;
provided, however, that the amount payable pursuant to this
paragraph 2(b) for any year shall not exceed the limitation
set forth in paragraph S. To the extent that the obligation
to pay such amount has not been fully satisfied pursuant to
paragraph 2(c) hereof or Section 6 of the Former Agreement,

G-I Holdings shall pay any such remaining amount to Parent
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no later than five (5) days prior to the due date for the
filing by Parent of the consolidated federal income tax
return for the GAF Group (without rggard to extensions).
c. Estimated Pavments

On any date on which Parent is to make an
estimated federal income tax payment of the GAF Group on a
consolidated 5&:13. G-I Holdings will make an estimated
payment to Parent in an amount equal to the G-I Holdings
Estimated Tax Liability (reduced by all prior payments
required to be made by G-I Holdings under this paragraph
2{c) or Section 6 of the Former Agreement); provided,
however, that the amount payable pursuant to this paragraph
2{(c) for any year shall not exceed the limitation set forth
in paragraph 5. If the total of such estimated payments
made by G-I Holdings to Parent with respect to a taxable
year shall be in excess of the liability of G-I Holdings to
Parent pursuant to paragraph 2(b) for such taxable year,
Parent shall pay the amount of such excess to G-I Holdings,
(x) to the extent that such excess (or part thereof)
represents all or part of a tax refund to be received by the
GAF Group, no later than five (5) days after the receipt of
such refund with an allocable share of interest received
thereon (net of tax; provided, ngygigx, that such interest

shall not be treated as an item of income of G-I Holdings
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under this Agreement); (y) to the extent such excess (or
part thereof) represents all or part of a credit against the
GAF Group’s estimared tax for a succeeding taxable year, no
later than five (5) days after such e;£imated tax payments
against wﬁich such excess is credited is paid by the Parent;
or (z) to the extent (x) and (y) do not apply to such excess
{or part :hereéf). no later than the date on which Parent
files the consolidated federal income tax return for the GAF
Group.

d. Iax Refunds

Parent shall pay to G-I Holdings the
amount of any G-I Holdings Tax Refund for each taxable year
ending after the date heresof. Such payments shall be made
no later than (i) in the case of an actual refund to which
the GAF Group is entitled, five (5) days after such refund
is received by Parent on behalf of the GAF Group or (ii)
otherwise, five (5) days after the date on which Parent
files the consolidated federal income tax return for the GAF
Group.
3. CHANGES IN TAX LIABILITY

If the G-I Holdings Tax Liability is changed
or otherwise adjusted (including, without limitation, by
reason of the filing of an amended return, a "final deter-
mination" as defined in Section 1313 (a) of the Code or any
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of the events gpecified in Section 6213(b) or (d) of the
Code): then the amount of the payment required from G-I
Holdings to Parent under paragraph 2{b) or from Parent to G-
I Holdings under paragraph 2(d), aé éﬁe_case may be, shall
be recomputed by substituting the amount of G-I Holdings’
tax liability after the adjustments described above in lieu
of the G-I Holdings Tax Liability as previously computed.
Not later than five (5) days prior to the due date for any
additional payment of tax by the GAF Group or five (5) days
after the receipt of a refund G-I Holdings shall pay to
Parent, or Parent shall pay to G-I Holdings, as the case may
be, the difference between the new G-I Holdings Tax
Liability {or Refund) and the amounts previously paid. The
parties recognize that such new liability (or refund) for
any taxable year is not necessarily the GAF Group’s or G-I
Holdings’ final liability for that taxable year, and may be
recomputed in accordance with this paragraph 3 more than
once. Payments made pursuant to this paragraph shall
include an allocable portion of any interest paid or
credited by the Internal Revenue Service (net of tax;
provided, however, that such interest shall not be treated
as an item of income of G-I Holdings); payments made
pursuant to this paragraph shall not themgselves bear

interest.
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4. ALLOCATION OF STATE AND LOCAL
INCOME TAX LIABILITY _

- In the event that (i) G-I Holdings and (ii)
at least one member of the GAF Group.other than G-I Holdings
and members of the G-I Holdings Group elect or are required
to file consolidated, combined or unitary state or local
income tax returns or otherwige become liable for state or
local income_taxas determined on a consolidated, combined or
unitiry bagis, principles analogous to those set forth
herein for the payment of consolidated federal income tax
liability and refunds thereof shall be used to determine
their respective shares of such taxes and the amount of any
payments due G-I Holdings from Parent on behalf of all
members of the GAF Group other than memberg of the G-I
Holdings Gtéup or due Parent from G-I Holdings.

5. LIMITATIONS ON PAYMENTS
Notwithstanding anything to the contrary in

this Agreement, ﬁo payment from G-I Holdings to Parent
pursuant to paragraphs 2, 3 or 4 hereof shall be required to
exceed the amount of the actual tax in respect of which the
G-I Holdings payment is made that is actually paid (or
required to be paid) by Parent (or, in the case of payments
under paragraph 4, such other members of the GAF Group).
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Any amount not paid by reason of the limitation in this
paragraph 5 (the "Deferred Amount*) shall be deferred and
(subi;ct to prior reduction of the Deferred Amount under
Section 6} shall be payable (i) atfsﬁch time as G-I Roldings
is no longer a member of the GAF Group, each year to the
extent of GAF Group Actual Tax Liability for such year (but
not in excess of the amount by which utilization in such
year of the GAF attributes previously utilized by G-I
Holdings to create the Deferred Amount would have reduced
the GAF Group Actual Tax Liability in such year) or (ii)
after the retirement of the Senior Discount Notes, due 1998,
of G-I Holdings.

6.  PAYMENT ‘

Any paywment requiréd by G-I Holdings to

Parent hereunder shall be made in cash and any payment
required by Parent to G-I Holdings hereunder shall be made
in cash; provided, however, that if at the time a payment is
due from Parent under Section 2(d) to G-I Holdings there ip
4 Deferred Amount, then the Deferred Amount (to the extent
thereof) shall be reduced by the amount of such payment and
Parent shall not be required to make a payment to G-I

Holdings to the axtent of such reduction.

10
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7.  PROCEDURAL MATTERS

_ Parent shall prepare and file the consolidated
federal income tax returns, consolidated, combined or
unitary state or local income tax f;éhrnu and any other
returns, documents or statements reguired to be filed with
respect to the determination of the consolidated, combined
or unitary federal, state or local income tax liability of
the GAF Group or members thereof for all taxable years of
the GAF Group or members thereof (including taxable years
ending prior to or including the date hereof). In its sole
discretion, Parent shall have the right to make all
decisions with respect to such returns and all matters
relating to the federal, state or local income tax liability
of the GAP Group and members thereof for all taxable years
of the GAF Group or members thereof (including taxable years
ending prior to or including the date hereof) including,
without limitacion, the right (a) to determine (i) the
manner in which such returns, documents or statements shall
be prepared and filed, including, without limitation, the
manner in which any item of income, gain, loss, deduction or
credit shall be reported and whether any amended returns
shall be filed, (ii) whether any f£iling extensions may be
requested and (iii) the elections that will be made by any

member, (b} to contest, compromise or settle any adjustment

11
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or deficiency proposed, asserted or assessed as a result of
any aqgit of such returns, (c)} to file, prosecute,
compramise or settle any claim for refund and (d) to
determine whether any refunds, to wﬁiéh the GAF Group may be
entitled,-ahall be pajd by way of refund or credited against
the tax liabhility for the affiliated group. Each member of
the G-I Holdings Group hereby irrevocably appoints Parent as
its agent and attorney-in-facé to take such action
{including the execution of documents) as Parent may deem
appropriate to effect the foregolng.
8. IERMINATION OF APFILIATION

a. In the event that G-I Holdings or any
member of the G-I Holdings Group ceases to be included in
the GAF Group (the *"Pormer Member®), Parent and the Former
Member shall furnish each other with information required to
prepare (i) the consolidated federal income tax return of
the GAF Group for the last taxable year in which the Former
Member had been included in the GAF Group and (ii) the
federal income tax returns for all taxable years thereafter
of the Former Member (and its predecessors and subsidiaries)
and the Parent, respectively, in which the tax liability of
either may be affected by their former affiliation
(including, for example, the apportioament of any

consolidated net operating or capital loss or investment or

12
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foreign tax credit carryover to the Former Member). The
Former Member shall not, without the prior written consent
of the Parent (which may be withheld by Parent in its sole
discretion), file an application fof ; carryback adjustment
of the tax for a taxable year in which the Former Member was
included in the GAF Group and a consolidated federal income
tax return wag filed by reason of a net operating loss
deduction. The Former Member may file an application for a
carryback adjustment of the tax for a taxable year in which
the Pormer Member was included in the GAF Group and a
consolidated federal income tax return wae filed by reason
of a capital loss or tax credit carryback and shall be
entitled to that portion of the actual refund that is
acttributable to the Former Member under the consolidated
return requlations; provided, however, that the Former
Mezber shall mot be entitled to any portion of such refund
to the extent the items giving rise to such carryback have
been previously utilized to reduce the G-I Holdings Tax
Liability (or G-I Holdings hypothetical federal taxable
income) or gave rise to a G-I Holdings Tax Refund.

b. The Parent and its subsidiaries and the
Former Member shall each furnish the other with all

information in the hands of such person as may be reasonably
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requested and relates to a taxable year in which the Former
Member had been included in the GAF Group.

C. If the Former Member has a carryforward
of deduction, loss or credit to a fa;able year following the
last taxable year in which it joined in the filing of a
consolidated federal income tax return which has reduced the
G-I Holdings Tax Liability (or the G-I Holdings hypothetical
federal taxable income) or gave rise to a G-I Holdings Tax
Refund, then the Pormer Mamber shall pay to Parent at the
time such carryforward is actually utilized the amount of
the benefit derived therefrom.

d. Payments which would have been required
undexr paragraphs 2, 3 or 4 to or by the Pormer Member, were
the Former Member still a member of the GAF Group, and with
respect to taxable year{(s) for which the Former Member was a
member of the GAF Group, shall be made in accordance with
principles analogous to those set forth in such paragraph(s)
and at the time(s) set forth therein.

9. DETERMINATIONS

In the case of a dispute, all determinations
‘required hereunder for each taxable year shall be made by
the independent public accountants regularly employed by
Parent at the time the return is filed for such taxable

14
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year. Such determination shall be binding and conclusive
upon the parties for the purposes hereof.
- 10. [EFFECTS OF AGREEMENT

a. As among Parent‘ahd G-I Holdings, the
provisions of this Agreement shall fix the liability of each
to the other as to the matters covered hereunder, even if
such provisions are not controlling for tax or other
purposes {including, but not limited to, the computation of
earnings and profits for federal tax purposes), and even if
Parent and other corporations which now are, or which from
time to time may become, members of the GAF Group enter into
other arrangements for the allocation of the portion of the
total tax liability of the GAF Group which is allocable to
them. )

b. This Agreement shall be effective as of
the date hereof and shall remain in effect for each taxable
year ending after the date hereof when G-I Holdings is
included in a consolidated federal income tax return filed
by the Parent; provided, that the provisions of paragraphs
2, 3, 4, 6, 8 and 11 shall survive to thirty (30) days after
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the expiration of the statute of limitations on assessment
of tax for the last year in which G-I Holdings was a member
of the GAF Group. )

c. The Former Agreeﬁ;nt is terminated by
this Agreement for all tax years ending after the date
hereof. The Former Agreement shall continue to apply to all
tax years to which, by its terms, it applies ended before
January 1, 1993.

11. IBNDREMNITY

a. G-I Holdings and each member of the G-I
Holdings Group agrees, jointly and severally, to indemnify
Parent and each other member of the GAF Group for the amount
of any tax paid by Parent or such other member, whether by
application of Treas. Reg. Sec. 1.1502-6, similar provisions
of state or local law or otherwise which constitutes any G-I
Holdings Tax Liability (or the analogous amount determined
pursuant to paragraph 4{(a}), to the extent previously unpaid
under this Agreement.

b. Parent agrees to indemnify G-I Holdings
and each member of the G-I Holdings Group for the amount of
any tax paid by G-I Holdings or any member of the G-I
Holdings Group, whether by application of Treas. Reg. Sec.

1.1502-6, similar provisions of state or local law or
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otherwise in excess of the amount which constitutes any G-I
Holdings Tax Liability (or the analogous amount determined
pursuant to paragraph 4(a)).

¢. Any indemnity payable pursuant to
paragraph.ll(a) or 11(b) hereof shall be payable on demand
by the indemnitee immediately after the indemnitee pays such
indemnified liability and provides proof of payment to the
indemnitor. If an indemnity is not paid within five
business days following a demand, the amount owed shall bear
interest at the Bage Rate (as that term is defined in the
Credit Agreement, dated as of July 23, 1992, among
International Specialty Products Inc., ISP Chemicals Inc.,
ISP Technologies Inc., the Subsidiary Guarantors identified
therein, the Banks and the Co-Agents party thereto and The
Chase Manhattan Bank (National Association), as
Administrative Agent thereunder) plus two percent.

12. MISCELLANEOUS PROVISIONS

a. This Agreement contains the entire
understanding of the parties hereto with respect to the
subject matter contained herein. No alteration, amendment
or modification of any of the terms of this Agreement shall
be valid unless made by an instrument signed in writing by
an authorized officer of each party.

17
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b. This Agreement has been made in and
shall be construed and enforced in accordance with the laws
of th; State of Delaware from time to time obtaining.

¢. This Agreement shall be binding upon and
inure to the benefit of each party hereto and its respective
successors and assigns.

~d. All notices and other communications
hereunder shall be deemed to have been duly given if
delivered by hand or mailed, certified or registered mail,
with postage prepaid addressed to the party to which the
notice or other communication is given at 1361 Alps Road,
Wayne, New Jersey 07470.

e. This Agreement may be executed
simultaneously in two or more counterparts, each of which
shall be deemed an original, but all of which together shall
constitute one and the same instrument.

f. The headings of the paragraphs of this
Agreement are inserted for convenience only and shall not

constitute a part hereof.
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IN WITNESS WHEREOF, the parties hereto have caused

this Agreement to be duly executed as of the date first
above written.

GAP cdnpom'rxon

Titl;// ES P ROGERS

EASURER

G-I HOLDINGS INC.

. /// o
Title? JAME P ROGERS

EASURER

G INDUSTRIES CORP

o L

Title:/ JAME u&fs ROGERS

URER
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G INDUSTRIES CORP.
1362 Alps Road
Wayne, New Jersey 07470

As of September 7, 1593

G-1 Holdings Inc.-
1361 Alps Road
Wayne, New Jersey 07470

ladies and Gentlemen:

G Industries Corp., a Delaware corporation (°G
Industries®), heredy agrees with G-I Holdings Ine., a
Delawvare corporation (*G-I Holdings®), which owns all of the
outstanding capital stock of G Industries, to pay to G-I
Holdings all amounts received by G Industries pursuant to
the Amanded and Restated Tax Sharing Agresment, dated as of
March 3, 1992, among GAP Corporation, G Industries,
Internactional Specialty Products Inc. and its domestic
tublidia.:iu and, for cartain purposes thereof, G-I Holdings

. and GAF Building Materials Corporationm.

If the foregoing is acceptable to you, please sign
and return to G Industries a counterpart hereof, whareupon
this instrument, along with all counterparts, will become a
binding agreemant between G Industries and G-I Holdings in
accordance with its terms.

Vary truly yours,
' & INDUSTRIES CORP.

Confirmaed and accepted as of
the date first above written:

G-I HOLDINGS INC.
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EXHIRYT 10.9
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INTERNATIONAL SPECIALTY PRODUCTS INC.
1991 INCENTIVE PLAN FOR KEY EMPLOYEES

AND DIRECTORS, AS AMENDED

1. PURPOSE OF THE PLAN.

The purpose of the plan is to secure for International
Specialty Products Inc. (the WCorporation") and its
stockholders the benefits of the incentive inherent in
common stock ownership by Key Employees and Eligible
Directors of the Corporation and its subsidiaries who will
be largely responsible for the Corporation’s future growth
and continued financial success. The Plan is intended to
furnish a component of a modern compensation program to
attract, retain and stimulate capable persons by creating
the incentives for maximum personal involvement in the
Corporation’s fortunes.

The stock options (the ®Option" or %Options") and
awards of restricted shares (the "Restricted Shares") and
unrestricted shares of common stock offered pursuant to the
Plan are a matter of separate inducement and are not in lieu
of any salary or other compensation for the services of any
Key Employee or Eligible Director participating in the Plan.

It is intended that an Option granted under the Plan
may be either an incentive stock option within the meaning
of Section 422 of the Internal Revenue Code of 1986, as the
same may be amended from time to time (the "Code"™) (a
"Qualified Option"), or an Option which is not a qualified
option (a "Non-qualified Option"), but the Corporation makes
no warranty as to the qualification of any Option as a
Qualified Option.

2, DEFINITIONS.

Capitalized terms used herein not otherwise defined
have the following meanings:

(a) Change in Control of the Company is deemed to have
occurred if the executive officers of the Company as of June
28, 1991, either directly or through one of their
affiliates, cease to have, in the aggregate, directly or
indirectly, at least 20% of the voting power of the Company.
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(b) Committee means a Committee of the Board of
Directors of the Corporation, which has been appointed by
the Board of Directors of the Corporation (the “Board") to
administer the Plan and perform the functions set forth
herein for the Committee, among other things. The Committee
shall be composed of three or more members of the Board, all
of whom shall be "disinterested persons® within the meaning
of 17 C.F.R. § 240.16b-3 of the Regulations issued under the
Securities Exchange Act of 1934, as amended (the "Exchange
Act¥),

(c) common Stock means the Common Stock of the
Corporation, par value $.01 per share, and any other stock
or securities resulting from the adjustment thereof or
substitution therefor as described in Section 16 below.

{(d) Disability means the condition which results when
an individual has become permanently and totally disabled
within the meaning of Section 22(e) (3) of the Code.

(e) Eligible Director means a director of the
Corporation who is not an officer or employee of the _
Corporation, a Subsidjary or a Parent (but includes a former
officer or former employee thereof).

{(f) Fair Market Value, as of any date means: (i) in
the event the Common Stock is listed on a national securi-
ties exchange, the closing price as reported for composite
transactions on that date, or, if no sales occurred on that
date, then the closing price on the next preceding date on
which such sales of Common Stock occurred; (ii) in the event
the Common Stock is not listed on a national securities
exchange, the mean between the high bid and low asked prices
reported for shares of Common Stock traded over-the-counter
on that date, or, if no bid and asked prices were reported
on that date, then the mean between the high bid and low
asked prices on the next preceding date on which such prices
were reported; or (iii) in the event there are no over-the-
counter prices for the Common Stock and it is not listed on
a national securities exchange, the fair market value
determined by the Committee either on the basis of the
available price of the Common Stock or in such other manner
as the Committee may deem reasonable.

(g) Key Employee means a regular employee of the
Corporation, a Subsidiary or a Parent, who, is an officer or

holds a managerial or other key position, as determined by
the Committee, and who, in the opinion of the Committee, has
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demonstrated a capacity for making a substantial
contribution to the success of the business of the
Corporation, a Subsidiary or a Parent.

(h) Over-Ten-Percent Shareholder means a Key Employee,
who, at the time an option is to be granted to him, owns
stock possessing more than 10% of the total combined voting
power of all classes of stock of the Corporation, its Parent
or a Subsidiary, within the meaning of Section 422(b) (6} of
the Code.

(i) Parent means a parent corporation of the
Corporation within the meaning of Section 424 (e) of the
Code.

(j) Plan means the International Specialty Products
Inc. 1991 Incentive Plan for Key Employees and Directors, as
amended, as set forth in this instrument and as it may be
amended from time to time.

(k) Stock Option Agreement or the Agreement means the
written agreement between a Key Employee or Eligible
Director and the Corporation evidencing the grant of an
option under the Plan and setting forth the terms and
conditions of that grant.

(1) Subsidiary means a subsidiary corporation of the
Corporation within the meaning of Section 424 (f) of the
Code.

{m) Successor Corporation means a corporation, or a
Parent or Subsidiary corporation of such corporation within
the meaning of Section 424(e) or (f) of the Code, which
issues or assumes a stock option in a transaction to which
Section 424(a) of the Code applies.

3. ADMINISTRATION OF THE PLAN.

The Plan shall be administered by the Committee. The
Committee shall keep minutes of its meetings. A majority of
the Committee shall constitute a guorum, and the acts of a
majority of the members present at any meeting at which
there is a quorum, or acts approved in writing by the
unanimous consent of its members, shall be the acts of the
committee.

The Committee is authorized, subject to the provisions
of the Plan, to adopt, amend and rescind such rules and
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regulations as it may deem appropriate for the admin-
istration of the Plan and to make such determinations and
interpretations which it deems consistent with the Plan‘’s
provisions. The Committee’s determinations and interpre-
tations shall be final and conclusive.

In no event will a Key Employee or an Eligible Director
who is subject to the reporting requirements of Regulation
17 C.F.R. § 240.16b-3 of the Exchange Act be entitled to
sell or otherwise dispose of any shares acquired pursuant to
any Options for a period of six (6) months from the date of
the acquisition of such Options.

4. OFFERS TO SELL SHARES.

During the period this Plan remains in force, Key
Employees shall be eligible to receive shares of Common
Stock. The Corporation, a Subsidjary, or a Parent may,
pursuant to Sections 7 and 8 hereof, offer to sell shares of
Common Stock to such of their respective Key Employees as
shall be designated from time to time by the Committee, on
the terms, conditions and restrictions set forth in this
Plan and such other and additional terms, conditions and
restrictions not inconsistent therewith as may be determined
by the Committee. Such an offer shall not be transferable,
and any attempt to transfer the offer shall be void and of
no effect.

The aggregate number of shares of Common Stock which
may be sold under the Plan shall not exceed one million. 1In
the event that the number of outstanding shares of Common
Stock shall be changed by reason of one or more split-ups or
combinations of shares or recapitalizations or stock
dividends, the number of shares which may thereafter be
offered for sale under the Plan shall be appropriately
adjusted as determined by the Committee so as to reflect
such change or changes. No adjustment provided for in this
Section 4 shall require the Corporation to issue a
fractional share.

5. GRANTING OF OPTIONS TO KEY EMPLOYEES.

In addition to Section 4 hereof, Key Employees shall
be eligible to receive Options under the Plan. Subject to
Section 16 of the Plan, the shares to be optioned under the
Plan shall be shares of the Corporation’s Common Stock, and
may be authorized but unissued shares or shares issued and
reacquired by the Corporation and held in its treasury, as
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the Committee may from time to time determine. The
aggregate number of shares for which Options may be granted
under the Plan shall be three million.

The number of shares subject to the Plan, the number of
shares subject to outstanding Options and the Option price
of such outstanding Options shall be appropriately adjusted,
in any reasonable manner determined by the Committee, to
reflect any future stock dividends, split-ups, reorganiza-
tions, recapitalizations or other substitutions of securi-
ties of the Corporation for the present Common Stock. The
committee’s adjustment shall be effective and binding for
all purposes of the Plan and each Stock Option Agreement
entered into under the Plan. No adjustment or substitution
provided for in this Section 5 shall require the Corporation
to issue a fractional share.

Except to the extent otherwise provided under the Code,
to the extent that the aggregate fair market value of stock
for which Qualified Options are exercisable for the first
time by a Key Employee during any calendar year (under all
stock option plans of the Corporation and of any Parent or
Subsidiary) exceeds one hundred thousand dollars (%100,000),
such Options shall be treated as Non-qualiflied Options. For
purposes of this limitation, (i) the fair market value of
stock is determined as of the time the Option is granted and
(ii) the limitation will be applied by taking into account
Options in the order in which they were granted.

Shares subject to and not delivered under an Option
which (i) expires or terminates or (ii) is relinquished
pursuant to Section 6 of the Plan during the term of the
Plan, shall again be available for Option under the Plan.
If all or any portion of an Option is surrendered pursuant
to Section 13 of the Plan, the shares covered thereby shall
not thereafter be available for the granting of other
Options under the Plan.

6. ELIGIBILITY AND SELECTION OF KEY EMPLOYEES.

Shares of Common Stock may be offered for sale under
the Plan only to Key Employees. The sale of shares of
Common Stock to a Key Employee shall not preclude subsequent
sales to the same Key Employee. Nor shall any sale of
shares to a Key Employee pursuant to either Sections 7 or 8
hereof preclude sales of shares pursuant to the other
Section to the same Key Employee at the same time or at any
other time.
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Subject to the provisions of the Plan, the Committee
may, from time to time, designate the Key Employees to whom
shares of_ Common Stock may be offered for sale, may
deternine whether such shares are to be offered without
restrictions as to disposition pursuant to Section 7 hereof,
or subject to restrictions as to disposition pursuant to
Section 8 hereof, may determine the time or times when such
shares shall be offered for sale, the number of such shares
to be offered for sale to each Key Employee at each time
and, subject to the provisions of Sections 7 and 8 hereof,
the price thereof, and may prescribe the form of
instruments, including, without limitation, instruments
evidencing offers to sell and agreements to purchase shares
under the Plan, and the form of the legend or legends, if
any, to be imprinted on the stock certificates, if any,
representing shares sold under the Plan.

Subject to the provisions of the Plan, the Committee
shall have full authority in its discretion to determine
those Key Employees to whom Options shall be granted and in
each case the number of shares to be subject to such Option,
the date on which it is to be granted, the Option price at
which shares covered thereby may be purchased (subject,
however, to Section 9 of the Plan), whether it is intended
to be a Qualified Option or a Non-qualified Option, and the
other terms thereof.

Each Option shall be evidenced by a Stock Option
Agreement containing terms and conditions established by the
Committee and consistent with the provisions of the Plan.
The terms and conditions of Options may differ. If the
Conmittee grants Options intended to be Qualified Options,
the Agreement shall contain such terms and provisions as may
in the Committee’s judgment be necessary to render them
incentive stock options within the meaning of Section 422(b)
of the Code.

Any person may be granted additional Options, or may
relinguish an Option or Options and be granted one or more
other Options, including Options exercisable at prices lower
than those of the relinquished Options, as the Committee may
determine.

7. PRICE AND PURCHASE OF UNRESTRICTED SHARES.

If the Comnittee shall designate a Key Employee as one
to whom shares of Common Stock without restrictions as to
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disposition may be offered, the purchase price per share of
such shares shall be determined by the Committee.

A Key Employee so designated by the Committee to whom
an offer is made by his employer corporation to sell shares
of Common Stock without restrictions shall have a period, to
be fixed by the Committee in each instance, terminating not
later than sixty days after the date on which such employee
was s0 designated, within which such employee may give
written notice to such employer corporation of his election
to purchase the shares offered. At or before the time of
purchase of such shares, the Key Employee shall pay the full
purchase price in cash or as otherwise permitted by the
Committee pursuant to Section 15 hereof, and shall agree in
writing that the Plan shall not be deemed to confer any
right upon the employee to remain in the employ of the
Corporation, a Parent or of any of its Subsidiaries.

8. PRICE AND PURCHASE OF RESTRICTED SHARES.

If the Committee shall designate a Key Employee to whom
Restricted Shares of Common Stock subject to restrictions as
to disposition may be offered, the purchase price per share
of such shares shall be determined by the Committee.
Restricted Shares so offered shall be subject to the
restrictions and conditions set forth in Section 10 hereof,
and to any additional restrictions and conditions as the
Comrittee shall specify at the time it so designates such
enployee. The Committee at such time may determine the rate
or rates at which and the circumstances under which the
restrictions and conditions imposed upon such shares shall
lapse, which shall not, except as otherwise provided in
Section 10 hereof, be prior to the expiration of one year
from the date of purchase of such shares.

A Key Employee so designated by the Committee to whom
an offer is made by his employer corporation to sell
Restricted Shares of Common Stock shall have a period, to be
fixed by the Committee in each instance, terminating not
later than sixty days after the date on which such employee
was 80 designated, within which such employee may give
written notice to such employer corporation of his election
to purchase the shares offered. At or before the time of
purchase of such shares the employee shall pay the full
purchase price in cash or as otherwise permitted by the
Committee pursuant to Section 15 hereof, and shall agree in
writing (a) that the Plan shall not be deemed to confer any
right upon the employee to remain in the employ of the
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Corporation, a Parent or of any of its Subsidiaries, and (b)
that he will observe and comply with all terms, conditions
and restrictions to which the shares purchased by him are
subject.

9. KEY EMPLOYEE OPTION PRICE.

The Committee shall establish the Option price at the
time an Option is granted to a Key Employee. The Option
price shall not be less than 100% of the Fair Market Value
of the shares of Common Stock subject to the Option on the
day the Option is granted:; provided, however, that the
Option price shall be at least 110% of the Fair Market Vvalue
of the shares of Common Stock subject to any Qualified
Option at the time such Qualified Option is granted, if the
Qualified Option is granted to a Key Employee who is an
Over-Ten-Percent Shareholder. In any event, the Option
price shall not be less than the par value of the shares
subject to the Option.

10. RESTRICTIONS AND CONDITIONS ON PURCHASE OF RESTRICTED
SHARES.

Restricted Shares of Common Stock purchased by a Key
Employee pursuant to an offer made under Section 8 hereof
shall be subject to the following terms, restrictions and
conditions:

(a) Except as expressly permitted in this Section
10, for a period of one year from the date of purchase
and for such further period or periods as may be
provided by the Committee, such shares shall not be
sold, assigned, transferred, pledged, hypothecated or
otherwise disposed of (other than pursuant to Section
15 hereof), and any such sale, assignment, transfer,
pledge, hypothecation or other disposition shall be
void and of no force and effect;

(b) The conditions and restrictions described in
Section 10(a) hereof shall lapse and such shares may be
sold, assigned, transferred, pledged, hypothecated or
otherwise disposed of (other than pursuant to Section
15 hereof) as follows: 20% of such shares after the
expiration of one year from the date of grant; 40% of
such shares after the expiration of two years from the
date of grant; 60% of such shares after the expiration
of three years from the date of grant; 80% of such
shares after the expiration of four years from the date
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of grant; and 100% of such shares after the expiration
of five years from the date of grant:

{(c} Notwithstanding Section 10(b) hereof, at any
time after the expiration of a period of one year from
the date of purchase of shares by an employee, the
Committee may authorize a sale, assignment, transfer,
pledge, hypothecation or other disposition of all or
part of such shares free of any restrictions under the
Plan if the Committee finds that in its judgment a case
of hardship justifies such authorization:;

(d) If a Key Employee shall die before all
restrictions imposed upon the Restricted Shares
purchased by him shall lapse, the Committee, in its
discretion, may remove any or all of the then remaining
restrictions from any or all of such shares, effective
as of such time or times as the Committee shall
specify; and

(e) If a Key Employee’s employment shall
terminate for any reason other than his transfer from
the Corporation to a Subsidiary or his transfer from a
Subsidiary to another Subsidiary or to the Corporation,
the Corporation, if such shares were purchased from it,
or a Subsidiary or a Parent, if they were purchased
from it, shall have the right, but not the obligation,
to repurchase, at their purchase price, all shares pur-
chased by the employee which, at the time of termina-
tion of employment, remain subject to the restrictions
set forth in this Section 10. Such right shall be
exercisable within ninety (90) days immediately
following such termination of employment. In case
such termination is due to the employee’s death or if
he dies within ninety (90) days after such termination
which is not due to death, such right shall be exer-
cisable at any time after such death and prior to the
expiration of ninety (90) days following receipt by the
Corporation or the Subsidiary or Parent from which the
Restricted Shares were purchased of written notice of
the appointment of an executor or other personal
representative of his estate. Restricted Shares of
Common Stock with respect to which the Corporation or a
Subsidiary or Parent shall have failed to exercise its
right to repurchase shall remain subject to the
restrictions imposed by this Section 10.
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11. EXERCISE OF OPTIONS BY KEY EMPLIOYEES.

Subject to Section 16 hereof, and except as otherwise
provided in this Section 11, no Option to purchase shares
shall be exercisable by a Key Employee for a period of one
year from the date of grant. Thereafter, subject to Section
16 hereof, and except as otherwise provided in this Section
11, shares originally subject to the Option may be purchased
as follows: 20% of such shares after the expiration of one
year from the date of grant; 40% of such shares after the
expiration of two years from the date of grant; 60% of such
shares after the expiration of three years from the date of
grant; 80% of such shares after the expiration of four years
from the date of grant; 100% of such shares after the
expiration of five years from the date of grant; provided,
however, that any Qualified Option granted under the Plan to
an Over~Ten-Percent Shareholder shall be exercisable, as to
100% of the shares subject thereto, after the expiration of
four years and ten months from the date of grant, and
provided further that the Committee may, in its discretion,
on a case-by-case basis, grant Options exercisable by a Key
Employee, in whole or in part, upon, and amend each
outstanding Option exercisable by a Key Employee to allow
the exercise of such Option, in whole or in part, upon, a
Change in Control of the Corporation. No Option granted
under the Plan to a Key Employee shall be exercisable as to
all or any portion of the shares subject to such Option
after the ninth anniversary of the date of grant of such
Option, except that no Qualified Option granted to a Key
Employee who is an Over-Ten-Percent Shareholder shall be
exercisable more than five years after the date of grant.

12. LIMITATION ON EXERCISE OF OPTIONS.

In addition to the conditions on exercise of Options
described in Section 14 hereof, and notwithstanding any
other provision of the Plan, the Committee, in its
discretion and on the terms and conditions set forth in this
Section 12 and such other terms and conditions as it deems
appropriate, may prohibit exercise of any or all Options to
purchase shares of Common Stock. In the event that the
Committee prohibits the exercise of any Option, the
Committee shall authorize payment of, and the Corporation
shall pay, an amount equal to the excess of Fair Market
Value of the shares covered by such Options over the option
price of such shares. Such amount shall be paid in (a)
cash, or (b) any combination of cash and Common Stock, with
the form of payment to be at the election of the Committee;
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provided, however, in every instance the Committee shall
determine that such payment is consistent with the purposes
set forth in Section 1 of the Plan.

13, SURRENDER AND REPURCHASE OF OPTIONS.

A Stock Option Agreement may provide that in the event
of any tender or exchange offer (other than an offer by the
Corporation) for shares of Common Stock, the optionee will
have the unconditional right (a "Limited Right®) to
surrender all or any portion of such Option (regardless of
the extent to which such Option is then exercisable) during
the 30-day period following the date shares are first
purchased or exchanged pursuant to such offer (but without
regard to the number of shares so purchased) and to receive
in consideration of such surrender an amount equal to the
excess of the Fair Market Value on the date of surrender of
the shares covered by the surrendered portion of the Option
over the Option price of such shares. Such amount shall be
paid in (a) cash, (b) Common Stock, or (c) any combination
of cash and Common Stock, with the form of payment to be at
the election of the Committee; provided, however, that in
every instance the Committee shall determine that such
payment is consistent with the purposes set forth in
Section 1 of the Plan. For the purposes of Limited Rights,
the term "Fair Market Value on the date of surrender® shall
mean the average of the Fair Market Value of the shares of
Common Stock during the pericd commencing on the date the
bidder publicly announced its intention to pay the price
which was initially paid for, or the exchange ratio which
was injtially used for, such shares first purchased or
exchanged and ending on the date on which such shares were
first purchased or exchanged, inclusive.

14. CONDITIONS OF EXERCISE OF OPTIONS.

(a) Options granted under the Plan shall not be trans-
ferable by the optionee except by will, or if the optionee
dies intestate, by laws of descent and distribution of the
state of the optionee’s domicile at the time of his death.
During an optionee’s lifetime, Options granted under the
Plan are exercisable only by the optionee.

{b) Subject to the terms and conditions and within
the limitations of the Plan, the Committee may modify,
extend, replace or renew outstanding Options granted under

the Plan, or accept the surrender of outstanding Options (to
the extent they have not yet been exercised) and grant new
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options in substitution for them. Notwithstanding the fore-
going, however, no modification of an Option shall adversely
alter or impair any rights or obligations under any Option
granted under the Plan without the affected optionee’s
consent.

(c) If the employment of an optionee by the Corpora-
tion, a Parent, a Subsidiary or a Successor Corporation
shall terminate for any reason other than his death or
Disability, then each Option held by that cptionee on the
date of such termination or the date on which he ceases to
be a director, as the case may be, to the extent then
exercisable, may be exercised at any time prior to the
earlijer of (i) its expiration date or (ii) the expiration of
a ninety (90) day period following the date of termination
of employment. An Option shall not be affected by any
change in the duties or position of an optionee (including
transfer to or from a Parent or Subsidiary) so long as he
continues in the employ of the Corporation or a Subsidiary
or Parent or a Successor Corporation. If the employment of
an optionee by the Corporation, a Parent, a Subsidiary or a
Successor Corporation, shall terminate by reason of his ,
death or Disability, or, in the case of an optionee who is a
director but not an employee of the Corporation, a Parent, a
Subsidiary or a Successor Corporation, and such optionee
ceases to be a director of the Corporation, a Parent, a
Subgidiary or a Successor Corporation by reason of his death
or Disability, then each Option held by the optionee on the
date of his death or Disability, to the extent then
exercisable, may be exercised, at any time prior to the
earlier of (i) its expiration date or (ii) the expiration of
one year following the date of the optionee’s death or
Disability, including the date death or Disability occurs.
In the event of an optionee’s death, his Options shall be
exercisable, to the extent otherwise provided in the Plan,
by the executor or by any other person who may be empowered
to do so under the optionee’s will. If the optionee has
faijled to make a testamentary disposition of his Options or
dies intestate, his Options shall be exercisable by his
legal representative.

(d) Treatment of Options upon termination of service
of an Eligible Director shall be governed by Section 27
hereof.

(e) Each Option shall be confirmed by a Stock Option

Agreement which shall be executed by the Corporation and by
the person to whom the Option is granted.
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(f) To the extent that an Option is not exercised
within the period of time prescribed by the Plan and the
Stock Option Agreement confirming the Option, the Option
shall lapse and all rights of the optionee with respect to
it shall terminate.

(g) Nothing in the Plan or in the Stock Option Agree-
ment shall confer on any employee any right to continue in
the employ of the Corporation or any Parent or Subsidiary or
Successor Corporation; affect the right of the Corporation
or any Parent or Subsidiary or a Successor Corporation to
terminate his employment at any time:; or be deemed a waiver
or modification of any provision contained in any agreement
between the employee and the Corporation or any such Parent
or Subsidiary. The Stock Option Agreements may contain such
provisions as the Committee shall approve with reference to
the effect of approved leaves of absence.

15. PAYMENT FOR SHARES.

Unless otherwise permitted by the Committee, payment
for any shares of Common Stock (other than for payment of
shares of Common Stock purchased upon the exercise of an
Option as described below) sold under the Plan shall be in
cash and shall be made on or prior to the date on which the
shares are sold to the Key Employee. The Committee, in its
discretion, may permit part payment for the shares, in an
amount not exceeding seventy-five percent of the purchase
price thereof, by a promissory note or notes of the Key
Employee. 1In no event shall the portion of the purchase
price payable in cash be less than the par value of the
Common Stock sold to the Key Employee. Any such promissory
note shall bear interest at a rate determined by the
Committee, but not less than the appropriate applicable
federal rate, and shall be payable not more than six years
after the date on which the shares are purchased. Any
shares for which part payment is made by any such note or
notes shall be pledged with the Corporation, or with the
Subsidiary or Parent by which the shares are sold, as
security for the payment, when due, of interest on and the
principal of such note or notes. The Key Employee or
Eligible Director shall not possess any rights of a
stockholder with respect to any shares sold to him under the
Plan prior to the date on which such shares are issued in or
transferred into his name or the name of his nominee.

Payment for shares of Common Stock purchased upon
exercise of an Option granted under the Plan shall be made
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(except in the case of a surrender pursuant to Section 13)
to the Corporation in cash (including check, bank draft,
money order or wire transfer), or by delivering shares of
Common Stock already owned by the Option holder and having
an aggregate value (based on the Fair Market Value of the
Common Stock so delivered as of the day preceding the date
of delivery) equal to the Option price of the shares pur-
chased, or by delivering to the Corporation a combination
of such shares and cash having an aggregate value (based on
the Fair Market Value of the Common Stock so delivered as of
the day preceding the date of delivery) equal to the Option
price of the shares purchased. A Key Employee or Eligible
Director to whom an Option is granted shall not be deemed
the holder of any shares subject to the Option or have any
rights of a shareholder with respect thereto until the
shares are delivered to him.

16. SOURCE AND NUMBER OF SHARES AND OPTIONS.

As determined by the Board from time to time, shares of
Common Stock sold by the Corporation to its Key Employees
shall be either authorized but unissued shares or shares
acquired by the Corporation and held in its treasury. '
Shares sold by a Subsidiary or a Parent to its Key Employees
shall be acquired by such subsidiary from the Corporation.
Any Restricted shares of Common Stock repurchased by the -
Corporation or any Subsidiary or Parent pursuant to the
terms of Section 10 hereof shall again become available for
sale pursuant to the terms of this Plan.

Upon the effective date of any merger or consolidation
of the Corporation with or into another corporation (other
than a merger or consolidation in which the Corporation is
the surviving corporation and which does not result in any
reclassification or reorganization of the then outstanding
shares of Common Stock) and upon the effective date of any
sale of all or substantially all of the assets of the
Corporation to any other entity (a "Terminating Event%), the
Plan and any unexercised Options granted under the Plan
shall terminate unless a provision shall be made in writing
in connection with such Terminating Event for the
continuance of the Plan and, if the Corporation is not the
surviving corporation, for the assumption of such
unexercised Options by a successor employer or parent or
subsidiary thereof or for the substitution for such
unexercised Options of new Options covering shares of such
successor with appropriate adjustments as to number, price
and kind of securities or property subject to such new

14

130

G-I_EPAO0008582




Options. 1In such event, the Plan and the unexercised
Options theretofore granted or the new Options substituted
therefor shall continue in the manner and under the ternms
provided in the Plan. Prior to any such termination of the
Plan, upon the effective date of any Terminating Event in
which provision is not made for the continuance of the Plan
and for the assumption or substitution of Options, the
Committee may in its discretion permit each Key Employee to
accelerate the time at which his Option may be exercised and
to purchase the full number of shares under his Option which
he would otherwise have been entitled to purchase during the
remaining term of such Option.

The provisions contained in the preceding sentence
shall be inapplicable to an Option granted within six (6)
months before the occurrence of a transaction described
above if the holder of such Option is subject to the
reporting requirements of Regulation 17 C.F.R. § 240.16b-3
of the Exchange Act.

17. AMENDMENT, SUSPENSION OR TERMINATION OF THE PLAN.

The Board may at any time terminate or from time to
time suspend or modify the Plan, provided that no modi-
fication without the approval of stockholders shall (a}
increase the maximum number of shares which may be sold
under the Plan, (b) permit the purchase of any shares unless
payment of the purchase price pursuant to Section 15 hereof
is made at the time of purchase and (c¢) decrease the minimum
price at which shares may be sold.

Similarly, (except as provided in or permitted by
Section 16 hereof), the Board may not make any alteration
which would affect an Option previously granted or, without
the approval of the shareholders of the Corporation, make
any alteration which would (except as provided in Section 16
hereof) (a) increase the aggregate number of shares for
which Options may be granted; (b) decrease the minimum
Option price as set forth in Section 9 of the Plan; (c)
extend the term of the Plan or the maximum period during
which any Option may be exercised: or (d) change the class
of employees eligible to receive Options. The Board shall be
authorized to amend the Plan and the Options granted there-
under to qualify as incentive stock optiong within the
meaning of Section 422 of the Code. Notwithstanding the
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foregoing, amendment of the Plan relating to Eligible
Director Participants shall be governed by Section 28
hereof.

18. COMPLIANCE WITH LAW AND OTHER CONDITIONS.

The Plan, together with all Options and Stock Option
Agreements under this Plan, shall be governed by the laws of
the State of New Jersey, to the extent not superseded by the
laws of the United States. No shares shall be issued, sold
or delivered pursuant to the exercise or surrender of any
Option granted under the Plan prior to (a) any registration
or other qualification of such shares under any state or
federal law or regulation which the Committee shall, in its
absolute discretion upon the advice of counsel, deem
necessary or advisable, and (b) the admission of such shares
to listing on any stock exchange on which the stock may then
be listed free of any conditions not acceptable to the
Committee.

19. GOOD-FAITH ATTEMPTS.

As to Qualified Options granted under the Plan, to the
extent consistent with Section 422(c) (1) of the Code and
Regulations issued by the Secretary of the Treasury for
incentive stock options, (i) the regquirement set forth in
Section 9 of the Plan that the Option price of any Option
granted under the Plan be not less than 100% of the Fair
Market Value of the Common Stock subject to the option at
the time if it is granted to a Key Employee other than an
Over-Ten-Percent Shareholder, and not less than 110% of the
Fair Market Value of the Common Stock if granted to a Key
Enmployee who is an Over-Ten-Percent Shareholder, and (ii)
the limitation on the aggregate Fair Market Value of the
Common Stock for which a Key Employee may be granted
Qualifjed Options as set forth in Section 5 of the Plan,
shall be considered to have been met if the Committee has
made a good-faith attempt to meet the requirements of
Section 422(b) (4) or Sections 422(b)(6) and 422(c) (5) of the
Code or Section 422(d) of the Code, as applicable, and such
requirements are considered to have been met pursuant to
Section 422(c) (1) of the Code.

20. CONSTRUCTION.
It is intended that all Qualified Options granted under

the Plan shall constitute “incentive stock options" under
Section 422 of the Code. To that end, the Plan and all
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Stock Option Agreements entered into pursuant to it shall
be construed and interpreted so that all Qualified Options
granted under the Plan constitute "incentive stock options"
within tlie meaning of Section 422 of the Code, unless the
terms and provisions of this instrument clearly and un-
equivocally require a contrary interpretation or con-
struction. '

21. EFFECTIVE DATE AND DURATION.

The Plan shall become effective on the date on which it
is approved by a majority of votes cast on the proposal as
to the Plan by the shareholders of the Corporation entitled
to vote thereon, provided that the total vote cast on the
proposal represents over 50% in interest of all securities
entitled to vote on the proposal. No Options may be granted
under the Plan after the ninth anniversary of the effective
date of the Plan.

22. WITHHOLDING TAXES.

The Corporation may require a Key Employee receiving
shares of Common Stock hereunder, exercising a Non-qualified
Option granted hereunder, or disposing of shares of Common
Stock acquired pursuant to the exercise of a Qualified
Option in a disqualifying disposition (within the meaning of
Section 421(b) of the Code), to reimburse the corporation
that employs such employee for any taxes required by any
government to be withheld or otherwise deducted and paid by
such corporation in respect of the issuance or disposition
of such shares of Common Stock. In lieu thereof, the
corporation that employs such employee shall have the right
to withhold the amount of such taxes from any other sums due
or to become due from such corporation to the employee upon
such terms and conditions as the Board of Directors shall
prescribe. The corporation that employs such employee may,
in its discretion, hold the stock certificate to which such
employee is entitled upon the exercise of an Option as
security for the payment of such withholding tax liability,
until cash sufficient to pay that liability has been
accumulated.

Subject to the consent of the Committee, an employee
may make an irrevocable election to have shares of Common
Stock otherwise issuable withheld, tender back to the
Company shares of Common Stock received pursuant to an award
or deliver to the Corporation previously acquired shares of
Common Stock having a fair market value sufficient to
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satisfy all or part of the employee’s estimated tax
obligations associated with the transaction. Such election
must be made by a Key Employee prior to the date on which
the relevant tax obligation arises. The Committee may
disapprove of any election and may limit, suspend or
terminate the right to make such elections.

In addition, at any time that the Corporation becomes
subject to a withholding obligation under applicable law
with respect to the exercise of a Non-~qualified Option (the
"Tax Date"), except as set forth below, a holder of a Non-
qualified Option may elect to satisfy, in whole or in part,
the holder’s related personal tax liabilities (an
®Election”) by (i) directing the Corporation to withhold
from shares of Common Stock issuable in the related exercise
either a specified number of shares or shares of Common
Stock having a specified value (in each case not in excess
of the related personal tax liabilities), (ii) tendering
shares previously issued pursuant to the exercise of an
Option or other shares of Common Stock owned by the holder
or (iij) any combination of (i) and (ii). An Election shall
be irrevocable. The withheld shares of Common Stock and
other shares tendered in payment should be valued at their
Fair Market value on the Tax Date. The Committee may
disapprove of any Election, suspend or terminate the right
to make Elections or provide that the right to make
Elections shall not apply to particular shares of Common
Stock or exercises. If a holder is a person subject to
Section 16 of the Exchange Act then (1) any Election by such
holder must be made (i) at least six months prior to the
relevant Tax Date or (ii) on or prior to the relevant Tax
Date and during a period that begins on the third business
day following the date of release of publication of the
Corporation’s quarterly or annual summary statements of
sales and earnings and that ends on the twelfth business day
following such date and (2) the Election may not be made
with respect to an exercise, or the withholding obligation
arising thereon, if the relevant Option was granted six
nonths or less prior to the date of Election. The Committee
may impose any other conditions or restrictions on the right
to make an Election as it shall deem appropriate.

23. MISCELLANEOUS.
No member of the Board or of the Board of Directors of
any Subsidiary or any officer or employee of the Corporation

or of any Subsidiary shall be personally liable for any act
or omission in good faith in connection with the Plan.
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The provisions of the Plan, and the restrictions and
conditions set forth herein, shall be binding upon the
personal representatives of any Key Employee or Eligible
Director who purchases shares under the Plan, including the
executors, administrators or trustees of his estate and any
receiver, trustee in bankruptcy or representative of the
creditors of such employee.

All funds received by the Corporation, a Subsidiary or
a Parent may be used for any corporate purpose.

The Plan and the Corporation’s, a Subsidiary’s or a
Parent’s obligation to sell and deliver shares of the
Corporationss Common Stock, or to issue Options under the
Plan shall be subject to all applicable laws, rules and
regulations and to the approval of any governmental
authority which the Corporation, in its sole discretion,
determines to be necessary or desirable in connection with
the Plan and the authorization, issuance, sale or delivery
of such stock or Option.

Any shares of Common Stock purchased under the Plan by
an employee and transferred at the request of the employee,
into the name of a bank, broker or other fiduciary nominee
shall remain subject to the provisions of the Plan.

With respect to persons subject to Regulation 17 C.F.R.
§ 240.16b-3 of the Exchange Act, transactions under the Plan
are intended to comply with all applicable conditions of
such regulation or its successors under the Exchange Act.
To the extent any provision of the Plan or action by the
Committee fails to so comply, it shall be deemed null and
void, to the extent permitted by law and deemed advisable by
the Committee.

24. STOCK OPTION GRANTS TO ELIGIBLE DIRECTORS.

Each person who was an Eligible Director on July 14,
1992 and each person who becomes an Eligible Director
thereafter shall automatically be granted, as of July 14,
1992 or the date such person becomes an Eligible Director,
as the case may be, a Non-qualified Option to purchase 5,000
shares of Common Stock of the Corporation (the ®Initial
Option"). Upon each anniversary of an Eligible Director’s
grant of an Initial Option (and provided that such Eligible
Director has continued to serve in such capacity through
such anniversary), such Eligible Director shall
automatically be granted an additional Non-qualified Option

19

135

G-I_EPAO008587




to purchase 2,500 shares of Common Stock of the Corporation
(the "Additional Option®"). The purchase price of the shares
of Common Stock covered by the Non-qualified Options granted
pursuant to this Section 24 shall be the Fair Market Value
of such shares on the date of grant.

25. ELIGIBLE DIRECTOR’S EXERCISE OF OPTIONS.

Subject to Section 27 hereof, a Non-qualified Option
granted pursuant to Section 24 hereof shall, to the extent
not exercised, expire on the ninth anniversary of the date
of grant. An Initial option granted to any Eligible
Director (i) shall not be exercisable prior to the first
anniversary of the date of grant, (ii) shall be exercisable
with respect to one-third (1/3) of the aggregate number of
shares of Common Stock initially subject to the Initial
Option during the 12-month period commencing on the first
anniversary of the date of grant, (iii) shall be exercisable
with respect to two-thirds (2/3) of the aggregate mumber of
shares of Common Stock initially subject to the Initial
Option during the 12-~month period commencing on the second
anniversary of the date of grant and (iv)} shall be
exercisable with respect to the aggregate number of shares
of Common Stock initially subject to the Initial Option on
and after the third anniversary of the date of grant. An
Additional Option granted to any Eligible Director shall be
exercisable with respect to one-hundred per cent (100%) of
the aggregate number of shares of Common Stock initially
subject to such Additional Option on and after the first
anniversary of the date of grant.

26. ELIGIBLE DIRECTOR’S INELIGIBILITY FOR OTHER GRANTS.

Any Eligible Director who is eligible to receive an
Option pursuant to Section 24 hereof shall be ineligible to
receive any other grant or award under any other Section of
this Plan.

27. ELIGIBLE DIRECTOR’S TERMINATION.

If an Eligible Director who has been granted Options
pursuant to Section 24 hereof shall cease to be a director
of the Corporation for any reason then each Option held by
such Eligible Director on the date of such cessation, to the
extent then exercisable, may be exercised at any time prior
to the earlier of (i) its expiration date or (ii) the
expiration of a sixty (60) day period following the date of
such cessation.
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28. AMENDMENT OF ELIGIBLE DIRECTOR PROVISIONS.

Sections 24 through 28 shall not be amended more than
one time in any six month period, other than to comport with
changes in the Code, the Employee Retirement Income Security
Act of 1974, as amended, or the rules promulgated
thereunder.

sarciafappandix.a
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EXHIBIT - 10.12
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INTERNATIONAL SPECIALTY PRODUCTS
136t ALPrs RDAD
WarneE, NEw JERSEY O7470

SAMUEL J. HEYMAN
Covimmanst oot CVET ERECLITWE OFFCLR

July 30, 1993

Mr. Carl R. Eckardt g
26 Burch Drive
Morris Plains, NJ 07950

Dear Carl:

I am pleased to confirm to you the establishment of a retirement benefit which will
provide for you at age 67, a $200,000 annuity which will be comprised of two pieces
(1) the Non-Qualified Supplemental Employee Retirement Plan (NQSERP) in which you
are currently a participant. and (2) a supplemental retirement benefit representing
the difference between the $200,000 per year annuity and the current NQSERP.

1. The supplemental retirement benefit will vest at 20X a year over a five-year
period beginning when you reach age 63. An example of how this would be .
computed is contained in the fllustrative table below which combines the
current NQSERP and the supplemental benefit. The table assumes that your
salary at age 63, 64 and 65 for the purpose of computing your current NQSERF
increases 4X a year for those years, until you are 100X vested in the NQSERP.

1 2 3 " 5 6
VESTED SUPP
RETIREMENT  SUPP. BNFT  RETIREMENT
Age $ CAP-  NOSERP BENEFIT VESTED 2 BENEFIT
63 $200,000  $46.689 $153,311 20.00 $ 30,662
66 200,000 58,268 141,732 40.00 56,693
65 200,000 72,141 127.859 60.00 76,715 ‘
66 200,000 - 72,141 127,859 80.00 102,287
67 200,000 72,141 127,859 100.00 127,859

a) The supplemental retirement benefit will vest in accordance with the
percent set forth in column 5 above, at the age noted in column 1.
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Mr. Carl Eckardt
Page Two

b) Notwithstanding the clause above, and specifically in reference to che
supplemental retirement benefit:
(i) Should you wvoluntarily terminate your employment with GAF
Corporation prior to March 19, 1994, or should you die at any time, whether before
or after March 19, 1994, vithout a surviving spouse, no supplemental retirement
.benefit will be payable to you or your estate, as the case may be.

{£i) Should you die after March 19, 1994, but prior to the termination
of your employment with CAF, and if you die leaving a surviving spouse, your spouse
vill be entitled to receive for her life an annual payment of cthe portion of the
supplemental retirement benefit in which you are vested {column 6) on the date of
your death.

c) Notwithstanding clause (a) above, in the event during your employment
with GAF you are permanently and totally disabled (such disability to be determined
in accordance with the then existing LTD policy) or your employment with GAF is
terminated fnvoluntarily other than for "cause* (as defined in clause (d) below),
subject to clause (b) (i) above, you will be entitled to receive payment of the
portion of the supplemental retirement benefit in which you are vested ac the date
of the onset of such permanent dissbility or the date of the involuntary
termination, in the event such permanent and total disability or involuntary.
termination occurs after March 19, 1994.

d) Notwithstanding clause (a) above, if your employment with GAF is
terminated for cause then, if such termination occurs after March 19, 1994, GAF in
its sole discretion may declare all or any portion (wvhether vested or unvested) of
the suppleuenta.l retirement benefit forfeited. For purposes of this Agreement,

“cause” will mesn (x) your conviction of a crime involving moral turpitude or (y)
in carrying out your duties on behalf of GAF, your commission of an act of willful
or gross misconduct,

2. Amounts due to you and/or your spouse under Section 1 will be paid to
you, in the sole discretion of GAF, in annual, semi-annual, quarterly or monthly
installments commencing (except as provided in paragraph 1 ¢ above) on the first
day of the month following the month im which your eaployment with GAF terminates.

3. You understand that GAF will have no obligation to fund the
supplelentnl retirement benefit in order to make any payments under it.

Sincelfiy, l
f---

Samuel J. Heyman
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sStoc ecjation Ri

GAF Corporation, a Delaware corporation (“GAF"), hereby grants
Mark A. Buckstein {(the "Grantee") the right to receive ("SAR"™) an
amount in cash based upon the appreciation in value of 6,255 shares
of common Stock (the "Shares") of GAF Corporation (“GAF"), which
after issuance would have constituted 1/3% of 1% of the outstanding
shares of Common Stock of GAF as of August 1, 1993. The SAR shall
be on the following terms:

1. Capitalized terms used herein which are not defined
elsewhere herein shall have the following meanings:

a) Appreciation Value means an amount equal to Book Value
determined as of April 4, 1993 multiplied by the number of
Shares, plus interest on such product from August 1, 1993 at
the rate of 5.75% per annum.

b) Book Value means, as of any date of determination, the book
value per share of Common Stock as of that date determined in
accordance with generally accepted accounting principles, but
without giving effect to the reversal, if any, of any or all
of the reserve for income taxes payable established by GAF in
connection with and as a result of the transfer of the
surfactants business of GAF Chemicals Corporation, an indirect
subsidiary of the Company, to Rhone-Poulenc Specialty
Chemicals, L.P. and appearing on the Company’s consolidated
balance sheet for the quarter ended March 31, 1990, and after
other charges, such as declaration of dividends on any capital
stock of GAF or payments with respect to repurchases by GAF of
any capital stock from holders thereof, but excluding (1) any
amounts reflecting the 1liquidation preferences of any
outstanding preferred stock of GAF, (2) any reductions
resulting from purchases of GAF’s capital stock by persons who
participated in promoting the “Acquisition" referred to in the
Prospectus dated March 24, 1989 relative to the Common Stock
and certain other securities of GAF (predecessor cost basis
adjustment), (3) any charges relating to amortization of
goodwill and other intangibles arising from the Acquisition
and related transactions, (4) that portion of depreciation
charges attributable to the write-up of assets as result of
the application of purchase accounting in connection with the
Acquisition, and (5) any charges relating to amortization of
deferred financing costs and expenses incurred in connection
with the Acquisition; provided that (i) any adjustments to
Book Value shall include the tax effects, if any, associated
therewith, (ii) any charges specified in subclauses (3), (4)
and (5) above, relating to a business or assets of GAF or any
of its subsidiaries, which charges shall have been incurred on

1
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or after the date of the Acquisition but which, because of the
operation of said subclauses (3), (4) and/or (5), shall not
theretofore have been included in the calculation of Book
Value, shall be so included following a transaction inveolving
such business or assets which, in accordance with the next
sentence, is deemed a sale or disposition thereof, and (iii)
for purposes of clause (ii), an asset, liability or charge not
exclusively attributable to the specific business or assets
deemed to have been sold or otherwise disposed of shall, if
attributable to such business or assets and to other
businesses or assets, be deemed to relate to the business or
assets sold or otherwise disposed of and to such other
businesses or assets pro rata based on relative business and
assets values immediately following consummation of the
Acquisition; and provided further that, in calculating Book
Value, the Shares and, if any other stock appreciation rights
issued by GAF based upon appreciation in value of shares of
Common Stock are outstanding at the time of calculation, the
shares of Common Stock upon which such appreciation in value
is based shall be deemed outstanding. The Board of Directors
of GAF shall determine (i) whether a transaction involving a
business or assets of GAF or any of its subsidiaries is a sale
or disposition for purposes of the definition and calculation
of Book Value and (ii) if such transaction is a sale or
disposition, the amount of the gain or loss thereon. The gain
or loss on any sale or disposition shall be the actual
economic benefit to GAF from such transaction, as determined
by the Board of Directors.

c) Common Stock means the Common Stock, $.001 par value, of
GAF.

d) Current Value means an amount equal to Book Value as of
the date of determination multiplied by the number of Shares,
increased by an amount equal to any cash dividends or
distributions which would have been paid on the Shares from
August 1, 1993 through the date of determination if they had
been outstanding.

e) Exercise Value means (i) zero if the Grantee’s employment
with GAF and its subsidiaries is terminated prior to February
1, 1996; {ii) 40% of the Spread, if the Grantee’s employment
is terminated on or after February 1, 1996 but prior to August
1, 1996; (iii) 60% of the Spread if the Grantee’s employment
is terminated on or after August 1, 1996 but prior to August
1, 1997; (iv) 80% of the Spread if the Grantee’s employment is
terminated on or after August 1, 1997 but prior to August 1,
1998; and (v) 100% of the Spread if the Grantee’s employment
is terminated on or after August 1, 1998.

£) Market Price as of any date means the average of the
daily market prices per Share for the 15 consecutive business

2
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days immediately preceding such date. The daily market price
for each such business day shall be (i) the last sale price on
such day on the principal stock exchange on which the Shares
are then listed or admitted to trading, (ii) if no sale takes
place on such day on any such exchange, the average of the
last reported closing bid and asked prices on such day as
officially quoted on any such exchange, (iii) if the Shares
are not then listed or admitted to trading on any stock
exchange, the average of the last reported closing bid and
asked prices on such day in the over-the-counter market, as
furnished by the National Assocliation of Securities Dealers
Automatic Quotation System or the National Quotation Bureau,
Inc., (iv) if neither such corporation at the time is engaged
in the business of reporting such prices, as furnished by any
similar firm then engaged in such business, or (v) if there is
no such firm, as furnished by any member of the NASD selected
by the Company.

g) The Restricted Period shall mean the seven-year period
commencing August 1, 1993 and ending July 31, 2000.

h) The Spread as of any date of determination means the
excess, if any, of the Current Value over the Appreciation
Value.

2, If, during the Restricted Period, the Grantee’s’
employment with GAF and its subsidiaries terminates as a result of
his death or permanent disability, GAF shall be required to
repurchase the SAR for an amount in cash equal to the Exercise
Value, with the Current vValue based upon Book Value determined as
of the end of the calendar quarter immediately preceding the
Grantee’s death or permanent disability; provided that the Grantee
or GAF may elect to have the Current Value based upon Book Value as
of the end of calendar year in which death or permanent disability
occurs. The Grantee will be deemed to be permanently disabled if
he becomes physically or mentally incapacitated or disabled to the
extent that he is unable to perform for GAF or its subsidiaries
substantially the same services as he performed prior to incurring
such incapacity or disability, and the Grantee’s incapacity or
disability continues for a period of six consecutive wmonths;
provided, however, that if at the time of disability Grantee is a
party to an employment agreement with GAF or any of its
subsidiaries which contains a definition of disability which is
inconsistent with the provisions hereof, the definition contained
in that employment agreement shall govern for purposes of this
Agreement. GAF, at its option and expense, shall be entitled to
retain a physician reasonably acceptable to the Grantee to confirm
the existence of the incapacity or disability, and the
determination of that physician shall be binding upon the Company
and the Grantee.
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3. If, during the Restricted Period, the Grantee leaves the
employ of GAF and its subsidiaries other than as a result of his
death or permanent disability, GAF shall have the right,
exercisable by notice to the Grantee within 30 days after
termination of employment, to repurchase the SAR for an amount in
cash equal to the Exercise Value, with the Current Value based upon
Book Value determined as of the last day of the calendar quarter
next preceding the calendar guarter in which termination of
employment occurs.

4. If GAF fails to exercise its right to repurchase the SAR
as provided in paragraph 3, the Grantee shall have the right,
exercisable by notice to GAF within 60 days after termination of
employment, to require GAF to repurchase the SAR for an amount in
cash equal to the Exercise Value, with the Current Vvalue based upon
the lowest amount of Book Value calculated as of the last day of
the following calendar quarters: the calendar quarter (the
"Quarter") immediately preceding the calendar quarter in which the
termination of employment occurred and the first, second and third
calendar quarters immediately succeeding the Quarter.

5. The Grantee shall have the right at any time after the
end of the Restricted Period, exercisable by notice to GAF, to
recquire GAF to repurchase the SAR for an amount in cash equal to
the Exercise Price, with the Current Value based upon the lowest
amount of Book Value calculated as of the last day of the following
calendar dquarters: the calendar quarter (the "Put Quarter%)
immediately preceding the calendar quarter in which the Grantee
elects to have the SAR repurchased and the first, second and third
calendar quarters immediately succeeding the Put Quarter; provided
that, if securities of the same class as the Shares are then
registered under the Securities Exchange Act of 1934, as amended,
Market Price shall be substituted for Book Value in calculating
Current Value.

6. The closing of any repurchase by GAF of the SAR shall be
held at the principal offices of GAF within one year after the
event giving rise to the repurchase obligation. The purchase
price shall be paid by delivery to Grantee of a certified or
official bank check. In the event a repurchase of the SAR pursuant
to Section 2, 3, 4 or 5 hereof shall be prohibited, or would cause
a default, under the terms of any institutional credit agreement,
indenture or other like instrument with respect to borrowed money
to which GAF or any of its affiliates may be a party or be bound,
in each case as the same may be amended from time to time, or shall
be prohibited by law, the rights and ocbligations of the Grantee and
GAF pursuant to Section 2, 3, 4 or 5 hereof, as the case may be,
shall be suspended until the prohibition lapses or is waived and no
default would be caused. If the Board of Directors of GAF shall
determine in good faith that, in light of the financial condition
or financial resources of the Company, it would be imprudent for
the Company to repurchase the SAR pursuant to Section 4 or 5, the

4
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rights and obligations of the Grantee and GAF pursuant to Section
4 or 5 shall be suspended until the Board of Directors determines
that such repurchase would be prudent in such light. Upon the
lapse or waiver of the restrictions or upon such determination that
the purchase would be prudent, as the case may be, the purchase
price to be paid by GAF for the SAR shall be determined as of the
last day of the calendar quarter in which such restrictions are
waived or lapse or such determination occurs, and the purchase
price shall be paid with interest thereon at the rate of 5.75% per
annum from the first anniversary of the event giving rise to the
repurchase obligation to the date of payment.

7. At least 10 days prior to the consummation during the
Restricted Period of any sale or transfer by any member of the
Heyman Group to any unrelated third party of securities of the same
class as Shares, GAF shall cause those members of the Heyman Group
(the "Selling Member") to deliver to the Grantee a written notice
(a "Sale Notice"), which shall fully disclose the identity of the
prospective transferee and the terms and conditions of the proposed
sale. The Grantee may elect to participate in the contemplated
sale by delivering written notice to the Selling Member within 7
days of receipt of such Sale Notice. If the Grantee elects to sell
in the contemplated sale, he will be entitled to sell in the
contemplated sale or, 1f GAF elects, to GAF or to GAF’s designee,
for an amount per Share equal to the sales price per Share received
by the Selling Member minus the Appreciation Value per Share and,
to the extent applicable, on the same terms applicable to the
Selling Member, that portion of the SAR bearing the same
relationship to the number of Shares represented hereby of the
class being transferred as the amounts to be so transferred by the
Selling Member bear to the Heyman Group’s aggregate holdings of
securities of such class. This paragraph 7 shall apply to any
sales or transfers of Shares, whether or not made pursuant to an
effective registration statement in accordance with the Securities
Act of 1933, and shall not apply to any sale of securities of the
same class as Shares in brokerage transactions on a national
securities exchange or in the over-the-counter market. The term
"Heyman Group" shall mean Samuel J. Heyman, Heyman Holdings
Associates Limited Partnership, or any other person or entity
controlled by or under common control with Mr. Heyman.

8. The Shares shall include any securities which would have
been received by the Grantee, if the Shares had been outstanding,
in any split-up, recapitalization, combination, dividend,
distribution, merger or exchange of or relating to the Common Stock
of GAF occurring after August 1, 1993, including any securities of
a subsidiary of GAF distributed to stockholders of GAF, and if any
such event shall occur the Board of Directors of GAF shall make
such adjustments in Book Value, Appreciation Value and Current
Value as they determine in good faith are appropriate.
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9. The Grantee may not sell, pledge, give, transfer, assign,
encumber or dispose of the SAR (or any interest herein or therein)
except by will or intestacy.

10. All determinations by the Board of Directors of GAF
hereunder shall be made in good faith and shall be binding and
conclusive.

11. (a) All notices or other communications hereunder shall
be given in writing and shall be deemed duly given and received on
the third full business day following the date of mailing by
registered or certified mail, return receipt requested, or when
delivered personally, as follows:

(i) if to GAF:

GAF Corporation

1361 Alps Road

Wayne, New Jersey 07470

Attention: Chief Executive Officer

or at such other place as GAF shall have designated by notice
as herein provided to Grantee;

(ii) if to Grantee, at his last address appearing in GAF’s
records or at such other place as Grantee shall have
designated by notice as herein provided to GAF.

(b) This writing constitutes the entire agreement of the
parties hereto with respect to its subject matter (including with
respect to the acquisition, retention or disposition of any
security of GAF or any right or interest therein), supersedes all
agreements among the parties with respect to the subject matter
hereof (including paragraph 4 of the Agreement dated June 10, 1993
among GAF, International Specijalty Products Inc. and Grantee) and
may not be modified or amended except by a written agreement signed
by GAF (following the specific approval of such modification or
amendment by GAF’s Board of Directors) and Grantee. This
Agreement, shall be binding upon and inure to the benefit of GAF,
its successors and assigns, and the Grantee and his heirs and
personal representatives.

{c) If any provision of this Agreement shall be invalid or
unenforceable, such invalidity or unenforceability shall attach
only to such provision and shall not in any manner affect or render
invalid or unenforceable any other severable provision of this
Agreement, and this Agreement shall be carried out as if any such
invalid or unenforceable provision were not contained in this
Agreenent.

(d) This Agreement shall be deemed to be a contract under the
laws of the State of New York and for all purposes shall be

6
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construed and enforced in accordance with the internal laws of that
state without regard to principles of conflicts of law.

IN WITNESS WHEREOF, the undersigned has executed this
instrument as of the 3istday of December, 1993.

GAF CORHORATION

By:

Sanudl J. Heyman
Chairman of the Board
and Chief Executive
Officer

AGREED D ACCEPTED:

Mark)ﬂ. Buckstein

SAR.MAR
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to re

GAF Corporation, a Delaware corporation (“"GAF"), hereby grants
James P. Rogers (the "Grantee") the right to receive (“SARY") an
amount in cash.based upon the appreciation in value of 9,319 shares
of Common Stock (the "Shares®) of GAF Corporation (“GAF"). The SAR
shall be on the following terms:

1. Capitalized terms used herein which are not defined
elsewhere herein shall have the following meanings:

a) Appreciation Value means an amount equal to Book Value
determined as of October 3, 1993 or December 231, 1993,
whichever is lower, multiplied by the number of Shares, plus
interest on such product from November 1, 1993 at the rate of
5.75% per annum.

b) Book Value means, as of any date of determination, the book
value per share of Common Stock as of that date determined in
accordance with generally accepted accounting principles, but
without giving effect to the reversal, if any, of any or all
of the reserve for income taxes payable established by GAF in
connection with and as a result of the transfer of the
surfactants business of GAF Chemicals Corporation, an indirect
subsidiary of the Company, to Rhone-Poulenc Specialty
Chemicals, L.P. and appearing on the Company’s consolidated
balance sheet for the quarter ended March 31, 1990, and after
other charges, such as declaration of dividends on any capital
stock of GAF or payments with respect to repurchases by GAF of
any capital stock from holders thereof, but excluding (1) any
amounts reflecting the 1liquidation preferences of any
outstanding preferred stock of GAF, (2) any reductions
resulting from purchases of GAF’s capital stock by persons who
participated in promoting the MAcquisition" referred to in the
Prospectus dated March 24, 1989 relative to the Common Stock
and certain other securities of GAF (predecessor cost basis
adjustment), (3) any charges relating to amortization of
goodwill and other intangibles arising from the Acquisition
and related transactions, (4) that portion of depreciation
charges attributable to the write-up of assets as result of
the application of purchase accounting in connection with the
Acquisition, and (5) any charges relating to amortization of
deferred financing costs and expenses incurred in connection
with the Acquisition; provided that (i) any adjustments to
Book Value shall include the tax effects, if any, associated
therewith, (ii) any charges specified in subclauses (3), (4)
and (5) above, relating to a business or assets of GAF or any
of its subsidiaries, which charges shall have been incurred on
or after the date of the Acquisition but which, because of the
operation of said subclauses (3), (4) and/or (5), shall not
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theretofore have been included in the calculation of Book
Value, shall be so included following a transaction invelving
such business or assets which, in accordance with the next
sentence, is deemed a sale or disposition thereof, and (iii)
for purposes of clause (ii), an asset, liability or charge not
exclusively attributable to the specific business or assets
deemed to have been sold or otherwise disposed of shall, if
attributable to such business or assets and to other
businessgses or assets, be deemed to relate to the business or
assets sold or otherwise disposed of and to such other
businesses or assets pro rata based on relative business and
assets values immediately following consummation of the
Acquisition; and provided further that, in calculating Book
Value, the Shares and, if any other stock appreciation rights
issued by GAF based upon appreciation in value of shares of
common Stock are outstanding at the time of calculation, the
shares of Common Stock upon which such appreciation in value
is based shall be deemed outstanding. The Board of Directors
of GAF shall determine (i) whether a transaction involving a
business or assets of GAF or any of its subsidiaries is a sale
or disposition for purposes of the definition and calculation
of Book Value and (ii) if such transaction is a sale or
disposition, the amount of the gain or loss thereon. The gain
or loss on any sale or disposition shall be the actual
economic benefit to GAF from such transaction, as determined
by the Board of Directors. ‘

c) Common Stock means the Common Stock, $.001 par value, of
GAF.

d) Current Value means an amount equal to Book Value as of
the date of determination multiplied by the number of Shares,
increased by an amount egqual to any cash dividends or
distributions which would have been paid on the Shares from
November 1, 1993 through the date of determination if they had
been outstanding.

e) Exercise Value means (i) zero if the Grantee’s employment
with GAF and its subsidiaries is terminated prior to May 1,
1996; (ii)} 40% of the Spread, if the Grantee’s employment is
terminated on or after May 1, 1996 but prior to November 1,
1996; (iii) 60% of the Spread if the Grantee’s employment is
terminated on or after November 1, 1996 but prior to November
1, 1997; (iv) 80% of the Spread if the Grantee’s employment is
terminated on or after November 1, 1997 but prior to November
1, 1998; and (v) 100% of the Spread if the Grantee’s
employment is terminated on or after November 1, 1998.

£) Market Price as of any date means the average of the
daily market prices per Share for the 15 consecutive business
days immediately preceding such date. The daily market price
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for each such business day shall be (i) the last sale price on
such day on the principal stock exchange on which the Shares
are then listed or admitted to trading, (ii) if no sale takes
place on such day on any such exchange, the average of the
last reported closing bid and asked prices on such day as
officially quoted on any such exchange, (iii) if the Shares
are not then listed or admitted to trading on any stock
exchange, the average of the last reported closing bid and
asked prices on such day in the over-the-counter market, as
furnished by the National Association of Securities Dealers
Automatic Quotation System or the National Quotation Bureau,
Inc., (iv) if neither such corporation at the time is engaged
in the business of reporting such prices, as furnished by any
similar firm then engaged in such business, or (v) if there is
no such firm, as furnished by any member of the NASD selected
by the Company.

g) The Restricted Period shall mean the seven-year period
commencing November 1, 1993 and ending October 31, 2000.

h) The Spread as of any date of determination means the

excess, if any, of the Current Value over the Appreciation
Value.

2. If, during the Restricted Period, the Grantee’s
employment with GAF and its subsidiaries terminates as a result of
his death or permanent disability, GAF shall be required to
repurchase the SAR for an amount in cash equal to the Exercise
Value, with the Current Value based upon Book Value determined as
of the end of the calendar quarter jimmediately preceding the
Grantee’s death or permanent disability; provided that the Grantee
or GAF may elect to have the Current Value based upon Book Value as
of the end of calendar year in which death or permanent disability
occurs. The Grantee will be deemed to be permanently disabled if
he becomes physically or mentally incapacitated or disabled to the
extent that he is unable to perform for GAF or its subsidiaries
substantially the same services as he performed prior to incurring
such incapacity or disability, and the Grantee’s incapacity or
disability continues for a period of six consecutive months;
provided, however, that if at the time of disability Grantee is a
party to an employment agreement with GAF or any of its
subsidiaries which contains a definition of disability which is
inconsistent with the provisions hereof, the definition contained
in that employment agreement shall govern for purposes of this
Agreement. GAF, at its option and expense, shall be entitled to
retain a physician reasonably acceptable to the Grantee to confirm
the existence of the incapacity or disability, and the
determination of that physician shall be binding upon the Company
and the Grantee.

3. If, during the Restricted Period, the Grantee leaves the
employ of GAF and jts subsidiaries other than as a result of his
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death or permanent disability, GAF shall have the right,
exercisable by notice to the Grantee within 30 days after
termination of employment, to repurchase the SAR for an amount in
cash equal to the Exercise Value, with the Current Value based upon
Book Value determined as of the last day of the calendar quarter
next preceding the calendar quarter in which termination of
employment occurs.

4. If GAF fails to exercise its right to repurchase the SAR
as provided in paragraph 3, the Grantee shall have the right,
exercisable by notice to GAF within 60 days after termination of
employment, to require GAF to repurchase the SAR for an amount in
cash equal to the Exercise Value, with the Current Value based upon
the lowest amount of Book Value calculated as of the last day of
the following calendar quarters: the calendar quarter (the
"Quarter") immediately preceding the calendar quarter in which the
termination of employment occurred and the first, second and third
calendar quarters immediately succeeding the Quarter.

S. The Grantee shall have the right at any time after the
end of the Restricted Period, exercisable by notice to GAF, to
require GAF to repurchase the SAR for an amount in cash egual to
the Exercise Price, with the Current Value based upon the lowest
amount of Book Value calculated as of the last day of the following
calendar quarters: the calendar gquarter (the “Put Quarter")
immediately preceding the calendar quarter in which the Grantee
elects to have the SAR repurchased and the first, second and third
calendar quarters immediately succeeding the Put Quarter; provided
that, 1if securities of the same class as the Shares are then
registered under the Securities Exchange Act of 1934, as amended,
Market Price shall be substituted for Book Value in calculating
Current Value.

6. The closing of any repurchase by GAF of the SAR shall be
held at the principal offices of GAF within one year after the
event giving rise to the repurchase obligation. The purchase
price shall be paid by delivery toc Grantee of a certified or
official bank check. In the event a repurchase of the SAR pursuant
to Section 2, 3, 4 or 5 hereof shall be prohibited, or would cause
a default, under the terms of any institutional credit agreement,
indenture or other like instrument with respect to borrowed money
to which GAF or any of its affiliates may be a party or be bound,
in each case as the same may be amended from time to time, or shall
be prohibited by law, the rights and obligations of the Grantee and
GAF pursuant to Section 2, 3, 4 or 5 hereof, as the case may be,
shall be suspended until the prohibition lapses or is waived and no
default would be caused. If the Board of Directors of GAF shall
determine in good faith that, in light of the financial condition
or financial resources of the Company, it would be imprudent for
the Company to repurchase the SAR pursuant to Section 4 or 5, the
rights and obligations of the Grantee and GAF pursuant to Section
4 or 5 shall be suspended until the Board of Directors determines
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that such repurchase would be prudent in such light. Upon the
lapse or waiver of the restrictions or upon such determination that
the purchase would be prudent, as the case may be, the purchase
price to be paid by GAF for the SAR shall be determined as of the
last day of the calendar quarter in which such restrictions are
waived or lapse or such determination occurs, and the purchase
price shall be paid with interest thereon at the rate of 5.75% per
annum from the first anniversary of the event giving rise to the
repurchase obligation to the date of payment.

7. At least 10 days prior to the consummation during the
Restricted Period of any sale or transfer by any member of the
Heyman Group to any unrelated third party of securities of the same
class as Shares, GAF shall cause those members of the Heyman Group
(the "Selling Member") to deliver to the Grantee a written notice
(a “Sale Notice"), which shall fully disclose the identity of the
prospective transferee and the terms and conditions of the proposed
sale. The Grantee may elect to participate in the contemplated
sale by delivering written notice to the Selling Member within 7
days of receipt of such Sale Notice. If the Grantee elects to sell
in the contemplated sale, he will be entitled to sell in the
contemplated sale or, if GAF elects, to GAF or to GAF’s designee,
for an amount per Share equal to the sales price per Share received
by the Selling Member minus the Appreciation Value per Share and,
to the extent applicable, on the same terms applicable to the
Selling Member, that portion of the SAR bearing the same
relationship to the number of Shares represented hereby of the
class being transferred as the amounts to be so transferred by the
Selling Member bear to the Heyman Group’s aggregate holdings of
securities of such class. This paragraph 7 shall apply to any
sales or transfers of Shares, whether or not made pursuant to an
effective registration statement in accordance with the Securities
Act of 1933, and shall not apply to any sale of securities of the
same class as Shares in brokerage transactions on a national
securities exchange or in the over-the-counter market. The term
"Heyman Group® shall mean Samuel J. Heyman, Heyman Holdings
Associates Limited Partnership, or any other person or entity
controlled by or under common control with Mr. Heyman.

8. The Shares shall include any securities which would have
been received by the Grantee, if the Shares had been outstanding,
in any split-up, recapitalization, combination, dividend,
distribution, merger or exchange of or relating to the Common Stock
of GAF occurring after November 1, 1993, including any securities
of a subsidiary of GAF distributed to stockholders of GAF, and if
any such event shall occur the Board of Directors of GAF shall make
such adjustments in Book Value, Appreciation Vvalue and Current
Value as they determine in good faith are appropriate.

9. The Grantee may not sell, pledge, give, transfer, assign,
encumber or dispose of the SAR (or any interest herein or therein)
except by will or intestacy.
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10. All determinations by the Board of Directors of GAF
hereunder shall be made in good faith and shall be binding and
conclusive,

11. (a) All notices or other communications hereunder shall
be given in writing and shall be deemed duly given and received on
the third full business day following the date of mailing by
registered or certified mail, return receipt requested, or when
delivered personally, as follows:

(i) if to GAF:

GAF Corporation

1361 Alps Road

Wayne, New Jersey 07470

Attention: Chief Executive Officer

or at such other place as GAF shall have designated by notice
as herein provided to Grantee;

(ii) if to Grantee, at his last address appearing in GAF’s
records or at such other place as Grantee shall have
designated by notice as herein provided to GAF.

(b) This writing constitutes the entire agreement of the
parties hereto with respect to its subject matter (including with
respect to the acquisition, retention or disposition of any
security of GAF or any right or interest therein), supersedes all
agreements among the parties with respect to the subject matter
hereof and may not be modified or amended except by a written
agreement signed by GAF (following the specific approval of such
modification or amendment by GAF’s Board of Directors) and Grantee.
This Agreement, shall be binding upon and inure to the benefit of
GAF, its successors and assigns, and the Grantee and his heirs and
personal representatives.

(c) If any provision of this Agreement shall be invalid or
unenforceable, such invalidity or unenforceability shall attach
only to such provision and shall not in any manner affect or render
invalid or unenforceable any other severable provision of this
Agreement, and this Agreement shall be carried out as if any such

invalid or unenforceable provision were not contained in this
Agreement.

{(d) This Agreement shall be deemed to be a contract under the
laws of the State of New York and for all purposes shall be

construed and enforced in accordance with the internal laws of that
state without regard to principles of conflicts of law.
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IN WITNESS WHEREOF, the undersigned has executed this
instrument as of the)ck day of January, 1994.

GAF CORPORATION

By:
Samuel’J. Heyman
Chairman of the Board
and Chief Executive
Officer

AGREED AND ACCEPTED:

2z
/Juﬁas P. ]

%

rs

3

SAR2 . JPR
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Stock Apprecigtion Right

GAF Corporation, a Delaware corporation (WGAF"), hereby grants
vames J. Strupp (the "Grantee®) the right to receive ("“SAR") an
amount in cash based upon the appreciation in value of 6,202 shares
of Common Stock (the “Shares") of GAF Corporation ("GAF"). The SAR
shall be on the following terms:

1. Capitalized terms used herein which are not defined
elsewhere herein shall have the following meanings:

a) Appreciation Value means an amount egual to Book Value
determined as of October 3, 1993 or December 31, 1993,
whichever is lower, multiplied by the number of Shares, plus
interest on such product from November 1, 1993 at the rate of
5.75% per annum. -

b) Book Value means, as of any date of determination, the book
value per share of Common Stock as of that date determined in
accordance with generally accepted accounting principles, but
without giving effect to the reversal, if any, of any or all
of the reserve for income taxes payable established by GAF in
connection with and as a result of the transfer of the -
surfactants business of GAF Chemicals Corporation, an indirect
subsidiary of the Company, to Rhone-Poulenc Specialty
Chenmicals, L.P. and appearing on the Company’s consolidated
balance sheet for the guarter ended March 31, 1990, and after
other charges, such as declaration of dividends on any capital
stock of GAF or payments with respect to repurchases by GAF of
any capital stock from holders thereof, but excluding (1) any
amounts reflecting the liguidation preferences of any
outstanding preferred stock of GAF, (2) any reductions
resulting from purchases of GAF’s capital stock by persons who
participated in promoting the YAcquisition" referred to in the
Prospectus dated March 24, 1989 relative to the Common Stock
and certain other securities of GAF (predecessor cost basis
adjustment), (3) any charges relating to amortization eof
goodwill and other intangibles arising from the Acquisition
and related transactions, (4) that portion of depreciation
charges attributable to the write-up of assets as result of
the application of purchase accounting in connection with the
Acquisition, and (5) any charges relating to amortization of
deferred financing costs and expenses incurred in connection
with the Acquisition; provided that (i) any adjustments to
Book Value shall include the tax effects, if any, associated
therewith, (ii) any charges specified in subclauses (3), (4)
and (5) above, relating to a business or assets of GAF or any
of its subsidiaries, which charges shall have been incurred on
or after the date of the Acquisition but which, because of the
operation of said subclauses (3), (4) and/or (5), shall not

1
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theretofore have been included in the calculation of Book
Value, shall be so included following a transaction involving
such business or assets which, in accordance with the next
sentence, is deemed a sale or disposition thereof, and (iii)
for purposes of clause (ii), an asset, liability or charge not
exclusively attributable to the specific business or assets
deemed to have been sold or otherwise disposed of shall, if
attributable to such business or assets and to other
businesses or assets, be deemed to relate to the business or
assets sold or otherwise disposed of and to such other
businesses or assets pro rata based on relative business and
assets values immediately following consummation of the
Acquisition; and provided further that, in calculating Book
value, the Shares and, if any other stock appreciation rights
issued by GAF based upon appreciation in value of shares of
Common Stock are outstanding at the time of calculation, the
shares of Common Stock upon which such appreciation in value
is based shall be deemed outstanding. The Board of Directors
of GAF shall determine (i) whether a transaction involving a
business or assets of GAF or any of its subsidiaries is a sale
or disposition for purposes of the definition and calculation
of Book Value and (ii) if such transaction is a sale or
disposition, the amount of the gain or loss thereon. The gain
or loss on any sale or disposition shall be the actual
economic benefit to GAF from such transaction, as determined
by the Board of Directors. '

c) Common Stock means the Common Stock, $.001 par value, of
GAF.

d) Current Value means an amount equal to Book Value as of
the date of determination multiplied by the number of Shares,
increased by an amount egual to any cash dividends or
distributions which would have been paid on the Shares from
November 1, 1993 through the date of determination if they had
been outstanding.

e) Exercise Value means (i) zero if the Grantee’s employment
with GAF and its subsjdiaries is terminated prior to May 1,
1996; (ii) 40% of the Spread, if the Grantee’s employment is
terminated on or after May 1, 1996 but prior to November 1,
1996; (iii) 60% of the Spread if the Grantee’s employment is
terminated on or after November 1, 1996 but prior to November
1, 1997; (iv) 80% of the Spread if the Grantee’s employment is
terminated on or after November 1, 1997 but prior to November
1, 1998; and (v) 100% of the Spread if the Grantee’s
employment is terminated on or after November 1, 1998.

£) Market Price as of any date means the average of the
daily market prices per Share for the 15 consecutive business
days immediately preceding such date. The daily market price
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for each such business day shall be (i) the last sale price on
such day on the principal stock exchange on which the Shares
are then listed or admitted to trading, (ii) if no sale takes
place on such day on any such exchange, the average of the
last reported closing bid and asked prices on such day as
officially cuoted on any such exchange, (iii) if the Shares

- are not then listed or admitted to trading on any stock
exchange, the average of the last reported closing bid and
asked prices on such day in the over-the-counter market, as
furnished by the National Association of Securities Dealers
Automatic Quotation System or the National Quotation Bureau,
Inc., (iv) if neither such corporation at the time is engaged
in the business of reporting such prices, as furnished by any
similar firm then engaged in such business, or {v) if there is
no such firm, as furnished by any member of the NASD selected
by the Company.

g) The Restricted Period shall mean the seven-year period
commencing Rovember 1, 1993 and ending October 31, 2000.

h) The Spread as of any date of determination means the
excess, if any, of the Current Value over the Appreciation
Value.

2. If, during the Restricted Period, the Grantee’s
employment with GAF and its subsidiaries terminates as a result of
his death or permanent disability, GAF shall be required to
repurchase the SAR for an amount in cash equal to the Exercise
Value, with the Current Value based upon Book Value determined as
of the end of the calendar quarter immediately preceding the
Grantee’s death or permanent disability; provided that the Grantee
or GAF may elect to have the Current Value based upon Book Value as
of the end of calendar year in which death or permanent disability
occurs. The Grantee will be deemed to be permanently disabled if
he becomes physically or mentally incapacitated or disabled to the
extent that he is unable to perform for GAF or its subsidiaries
substantially the same services as he performed prior to incurring
such incapacity or disability, and the Grantee’s incapacity or
disability continues for a period of six consecutive months;
provided, however, that if at the time of disability Grantee is a
party to an employment agreement with GAF or any of its
subsidiaries which contains a definition of disability which is
inconsistent with the provisions hereof, the definition contained
in that employment agreement shall govern for purposes of this
Agreement. GAF, at 1its option and expense, shall be entitled to
retain a physician reasonably acceptable to the Grantee to confirm
the existence of the incapacity or disability, and the
determination of that physician shall be binding upon the Company
and the Grantee.

3. If, during the Restricted Period, the Grantee leaves the
employ of GAF and its subsidiaries other than as a result of his

3
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death or permanent disability, GAF shall have the right,
exercisable by notice to the Grantee within 30 days after
termination of employment, to repurchase the SAR for an amount in
cash equal to the Exercise Value, with the Current Value based upon
Book Value determined as of the last day of the calendar quarter
next preceding the calendar quarter in which termination of
enployment occurs.

4. If GAF fails to exercise its right to repurchase the SAR
as provided in paragraph 3, the Grantee shall have the right,
exercisable by notice to GAF within 60 days after termination of
employment, to require GAF to repurchase the SAR for an amount in
cash equal to the Exercise Value, with the Current Value based upon
the lowest amount of Book Value calculated as of the last day of
the following calendar quarters: the calendar quarter (the
*Quarter") immediately preceding the calendar gquarter in which the
termination of employment occurred and the first, second and third
calendar quarters immediately succeeding the Quarter.

5. The Grantee shall have the right at any time after the
end of the Restricted Period, exercisable by notice to GAF, to
require GAF to repurchase the SAR for an amount in cash equal to
the Exercise Price, with the Current Value based upon the lowest
amount of Book Value calculated as of the last day of the following
calendar quarters: the calendar gquarter (the "Put Quarterh)
immediately preceding the calendar quarter in which the Grantee
elects to have the SAR repurchased and the first, second and third
calendar quarters immediately succeeding the Put Quarter; provided
that, if securities of the same class as the Shares are then
registered under the Securities Exchange Act of 1934, as amended,
Market Price shall be substituted for Book Value in calculating
Current Value.

6. The closing of any repurchase by GAF of the SAR shall be
held at the principal offices of GAF within one year after the
event giving rise to the repurchase cbligation. The purchase
price shall be paid by delivery to Grantee of a certified or
officjial bank check. In the event a repurchase of the SAR pursuant
to Section 2, 3, 4 or 5 hereof shall be prohibited, or would cause
a default, under the terms of any institutional credit agreement,
indenture or other like instrument with respect to borrowed money
to which GAF or any of its affiliates may be a party or be bound,
in each case as the same may be amended from time to time, or shall
be prohibited by law, the rights and obligations of the Grantee and
GAF pursuant to Section 2, 3, 4 or 5 hereof, as the case may be,
shall be suspended until the prohibition lapses or is waived and no
default would be caused. If the Board of Directors of GAF shall
determine in good faith that, in light of the financial condition
or financial resources of the Company, it would be imprudent for
the Company to repurchase the SAR pursuant to Section 4 or 5, the
rights and obligations of the Grantee and GAF pursuant to Section
4 or 5 shall be suspended until the Board of Directors determines

4
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that such repurchase would be prudent in such light. Upon the
lapse or waiver of the restrictions or upon such determination that
the purchase would be prudent, as the case may be, the purchase
price to be paid by GAF for the SAR shall be determined as of the
last day of the calendar quarter in which such restrictions are
waived or lapse or such determination occurs, and the purchase
price shall be paid with interest thereon at the rate of 5.75% per
annum from the first anniversary of the event giving rise to the
repurchase obligation to the date of payment.

7. At least 10 days prior to the consummation during the
Restricted Period of any sale or transfer by any member of the
Heyman Group to any unrelated third party of securities of the same
class as Shares, GAF shall cause those members of the Heyman Group
(the "Selling Member") to deliver to the Grantee a written notice
(a "Sale Notice"), which shall fully disclose the identity of the
prospective transferee and the terms and conditions of the proposed
sale. The Grantee may elect to participate in the contemplated
sale by delivering written notice to the Selling Member within 7
days of receipt of such Sale Notice. If the Grantee elects to sell
in the contemplated sale, he will be entitled to sell in the
contemplated sale or, if GAF elects, to GAF or to GAF’s designee,
for an amount per Share equal to the sales price per Share received
by the Selling Member minus the Appreciation Value per Share and,
to the extent applicable, on the same terms applicable to the
Selling Member, that portion of the SAR bearing the same
relationship to the number of Shares represented hereby of the
class being transferred as the amounts to be so transferred by the
Selling Member bear to the Heyman Group’s aggregate holdings of
securities of such class. This paragraph 7 shall apply to any
sales or transfers of Shares, whether or not made pursuant to an
effective registration statement in accordance with the Securities
Act of 1933, and shall not apply to any sale of securities of the
same class as Shares in brokerage transactions on a national
securities exchange or in the over-the-counter market. The term
"Heyman Group" shall mean Samuel J. Heyman, Heyman Holdings
Associates Limited Partnership, or any other person or entity
controlled by or under common control with Mr. Heyman.

8. The Shares shall include any securities which would have
been received by the Grantee, if the Shares had been outstanding,
in any split-up, recapitalization, combination, dividend,

distribution, merger or exchange of or relating to the Common Stock
of GAF occurring after November 1, 1993, including any securities
of a subsidiary of GAF distributed to stockholders of GAF, and if
any such event shall occur the Board of Directors of GAF shall make
such adjustments in Book Value, Appreciation Value and Current
Value as they determine in good faith are appropriate.

9. The Grantee may not sell, pledge, give, transfer, assign,
encumber or dispose of the SAR (or any interest herein or therein)
except by will or intestacy.
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10. All determinations by the Board of Directors of GAF
hereunder shall be made in good faith and shall be binding and
conclusive.

11. (a) _All notices or other communications hereunder shall
be given in writing and shall be deemed duly given and received on
the third full business day following the date of mailing by
registered or certified mail, return receipt requested, or when
delivered personally, as follows:

(i) if to GAF:

GAF Corporation

1361 Alps Road

Wayne, New Jersey 07470

Attention: Chief Executive Officer

or at such other place as GAF shall have designated by notlce
as herein provided to Grantee; _

(ii) if to Grantee, at his last address appearing in GAF’s
records or at such other place as Grantee shall have
designated by notice as herein provided to GAF.

(b) This writing constitutes the entire agreement of the
parties hereto with respect to its subject matter (including with
respect to the acquisition, retention or disposition of any
security of GAF or any right or interest therein), supersedes all
agreements among the parties with respect to the subject matter
hereof and may not be modified or amended except by a written
agreement signed by GAF (following the specific approval of such
modification or amendment by GAF’s Board of Directors) and Grantee.
This Agreement, shall be binding upon and inure to the benefit of
GAF, its successors and assigns, and the Grantee and his heirs and
personal representatives.

(c) If any provision of this Agreement shall be invalid or
unenforceable, such invalidity or unenforceability shall attach
only to such provision and shall not in any manner affect or render
invalid or unenforceable any other severable provision of this
Agreement, and this Agreement shall be carried out as if any such
invalid or unenforceable provision were not contained in this
Agreement.

(d) This Agreement shall be deemed to be a contract under the
laws of the State of New York and for all purposes shall be
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construed and enforced in accordance with the internal laws of that
state without regard to principles of conflicts of law.

IN WITNESS WHEREOF, the undersigned has executed this
jinstrument as of thejdhday of January, 1994.

GAF CORPQRATION

1y

By: <
Samuel J. Heyman
Chairman of the Board
and chief Executive
Oofficer

GREED AND ACCEPTED:

0 O A
Jt?es {;)Sﬂruﬁpg\\:)

SAR2.JJS

164

G-I_EPA0008616




EXHIBIT 13.1

165

G-I_EPA0008617




:
2
%
%
3
§

INTERNATIONAL SPECIALTY PRODUCTS INC.
1993 ANNUAL REPORT
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ot The Gomprany

International Specialty Products
operates one of the world’s premier
specialty chemicals Companies. The
Company has approximately 2,400
employees at more than 70 locations,
including manufacturing facilities,
research laboratories, and sales and
customer service offices throughout the

world, serving customers in 75 countries.

The Company manufactures four
major groups of products - specialty
derivative chemicals, mineral granules,
filter products and advanced materials -
holcling a significant market share in
each of these principal product groups.

ISP produces more than 300
specialty derivative chemicals, which
have a broad range of applications,
encompassing such markets as
pharmaceuticals, hair and skin care,
plastics, agricultural, coatings and
adhesives. The Company’s products,
while often representing a relatively
small portion of customers’ production
costs, generally constitute key
ingredients in the end products in which
they are used. The business is
characterized by an emphasis on
technology, research and development,
marketing and customer service. The
Company believes it has been able to
sustain its market share positions for its
specialty derivative chemicals by
establishing and maintaining long-term
relationships with its customers and

working closely with them to develop
chemicals tailored to their specific needs.

ISP’s mineral products business
manufactures ceramic colored roofing
granules, which are produced from rock
deposits that are mined and crushed at
the Company’s three quarries and
colored using a proprietary ceramic
coating process. The Company’s granules
are sold primarily to the North American
roofing industry for use in the
manufacture of asphalt roofing shingles,
for which they provide weather
resistance, decorative coloring, heat
deflection, and increased weight.

The Company manufactures filter
products, consisting of pressure filter
vessels, filter bags and filter systems
designed for the treatment of process
liquids primarily in the paint,
automotive, chemical, pharmaceutical,
petroleum and food and beverage
industries.

ISP manufactures a variety of
advanced materials, consisting of high-
purity carbonyl iron powders which are
used in a variety of advanced technology
applications for the aerospace and
defense, electronics, powder metallurgy,
pharmaceutical and food and beverage
industries.

ISP’s stock is traded on the New
York Stock Exchange under the symbol
“ISP”.
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INTERNATIONAL SPLIALTY PRODUCTE INC.

(Thousands, except per share amounts) 1993 1992 1991
Net sales $ 548,252 $ 570,757 $ 525,786
Operating income ~ $ 65,091 $ 107,664 $ 121,852
Income before income taxes and
curnulative effect of accounting change $ 49,823 $ 85,782 $ 75,682
Income before cumulative effect |
of accounting change $ 29,558 $ 57,182 $ 50,646
Net income $ 29,558 $ 50,113 $ 50,646
Earnings per common share:
Income before cumulative effect
of accounting change S 30 $ 57 $ 56
Net income $ 30 $ .50 $ .56
Gonlonts
About the Company Inside Front Cover
Financial Highlights 1
Chairman’s Message 2
Review of Operations 8
Financial Review 14
Board of Directors 48
Officers 48
Plant and Office Listing Inside Back Cover
Shareholder Information Inside Back Cover
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FELLOW SHAREHOLDERS:

1993 was a year.in which ISP fell far
short of its goals in terms of its financial
performance, primarily as a result of the
continued weak European economics, the
adverse effect of foreign exchange, and
lower sales in the Company’s mineral
products business. Despite ISP’s dis-
appointing performance, the fundamental
strength of our businesses, together with a
number of actions we took this past year,
provide cause for cautious optimism that
1994 will mark the beginning of a mean-
ingful turnaround in the Company’s
performance.

1993 FINANCIAL RESULTS

For the 12-month period ended
December 31, 1993, net income was $29.6
million (30 cents per share), compared with
$50.1 million (50 cents per share) in 1992,
the latter including an after-tax charge of
$7.1 million (7 cents per share) in
connection with an accounting change
related to postretirement benefits. Net
income in 1993 reflects a pre-tax provision
of $13.8 million primarily related to the
Company'’s cost reduction program
announced last October and a non-
recurring, retroactive income tax provision
of $2.9 million (3 cents per share),
representing the effect of the change in the
federal corporate income tax rate on the

Company’s net deferred tax liability.
Operating income was $78.9 million
(excluding the $13.8 million charge) versus
$107.7 million in 1992, while revenues were
$548.3 million versus last year’s $570.8
million. Excluding the two non-recurring
charges in 1993, full year net income was
$41.3 million (41 cents per share), compared
with net income (excluding the $7.1 million
charge) of $57.2 million (57 cents per share)
for 1992.

Results in 1993 were affected by a $28.8
million reduction in operating income
(excluding the $13.8 million charge) and a
$3.9 million reduction in income from the
GAF-Hiils joint venture, partially offset by
a decrease in interest expense of $6.1
million and an increase in other income of
$4.5 million.

SIGNIFICANT DEVELOPMENTS

This past year was one in which the
Company initiated a $25 million cost
reduction program designed to reduce
operating costs throughout the Company;
continued to expand, at double-digit rates
of growth, its business in the Asia-Pacific
and Latin American regions of the world;
increased the geographic penetration of its
specialty derivative chemicals business
around the world; developed a number of
promising new products and applications;
launched an all-out, Company-wide quality
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improvement program, initially to be
focused on its manufacturing and customer
service functions and with eventual
application to operations throughout the
Company; strengthened the Company’s
balarice sheet, reducing debt by almost $70
million, thereby reducing the Company’s
ratio of net debt-to-total capitalization
(assuming the application of cash and
marketable securities toward debt
reduction) from 45.7% to 40.6%; and finally
in the closing days of the year obtained
approval from the New Jersey Hazardous
Waste Facilities Siting Commission for the
construction and operation of a commercial
hazardous waste incinerator at the
Company’s Linden, New Jersey site.

(1) $25 Million Cost Reduction Program
ISP initiated last October a $25 million
cost reduction program designed to
address virtually every cost of doing
business and, in so doing, reduce operating
costs throughout the Company, including
those related to manufacturing, sales, and
administration. The program involves
already implemented personnel reductions
of more than 135 employees, consisting of
almost 10% of the Company’s salaried
work force, and other cost cutting actions
which will reduce a wide range of
operating costs. Cost reduction measures
involving more than one-half the total

reductions envisioned by the program have
already been implemented, with the
balance, principally in the manufacturing
area, expected to be completed over the
balance of 1994.

It is important to note, I believe, that the
cost cutting measures encompassed by this
program were, rather than across-the-board
actions, carefully tailored so that the areas
of our businesses on which we expect to
increasingly rely for future growth will
remain unaffected. Along this line, we
have eliminated unnecessary overhead and
redundant layers of management, reduced
operating costs through purchasing
efficiencies, and are in the process of
reducing manufacturing costs through a
whole host of process improvement
programs aimed at improving yields,
productivity and raw materials efficiency.

(2) Geographic Expansion

ISP continued last year to expand its
specialty derivative chemicals business by
increased geographic penetration, with
continued emphasis on the Asia-Pacific and
Latin America regions, where sales and
operating income {excluding the $13.8
million restructuring charge) increased in
the Asia-Pacific by 22% and 35%,
respectively, and in Latin America, 23% and
12%, respectively. In order to further the
geographic expansion of ISP’s business, we
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have in the past year opcned offices in
Beijing and Moscow and currently plan in
1994 to either open new operations or add
to the Company’s existing presence in

~ Argentina, India, Korea, Poland, Taiwan,
Venezuela, and Vietnam. We continue to
believe that ISP’s geographic expansion
program will serve as one of the key
drivers of its future growth, and the
Company expects to be particularly
aggressive in the pursuit of other attractive
opportunities in this area.

As the Company’s international
business continues to take on an
increasingly significant role, ISP’s European
manufacturing project becomes all the more
important. In this connection, we currently
have under consideration several sites, in
addition to the original Ghlin-Baudour,
Belgium location, for the establishment of a
European manufacturing facility, and the
Company expects to make a final site
determination some time this year, with
actual commencement of operations
scheduled for 1996. The facility will not
only be extremely cost efficient as a result
of new, state-of-the-art technology but
should also enable ISP to reduce its
distribution costs and better serve its
international customers with a reliable and
efficient source of ISP products.

Samue! J. Heyman, Chairman of the Board and Chief Executive Officer
{left), and Carl R. Eckardt, President and Chief Operating Officer

(3) New Products and Applications

ISP continued this past year the same
high level of commitment to its new
product development programs as it made
in 1992, a year in which research and
development expenditures increased by
almost 20%. Those products introduced to
the market this past year and which show
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particular promise are: Gantrez® XL-80, a
new hair care product, with superior
performance characteristics and designed
to meet more stringent environmental
(VOC) require-ments; Escalol® 597, a new
Van Dyk sunscreen product which
increases the sun protection factor (SPF) of
sun care products; Pharmasolve™, a
pharmaceutical grade solvent designed for
use in injectables and topical delivery
systems to enhance drug delivery and
efficacy; Flunixin meglumine, a high value
veterinary drug for use as an anti-
inflammatory for horses and cattle;
Polyclar® Super R, a regenerable polymer
for stabilizing and clarifying beer and wine;
Rapi-Cure® PEPC, a unique and effective
reactive solvent which significantly
broadens the applications for radiation
curable coating, a2 more environmentally-
friendly coating process; DOSE-MAP™,

a quantitative dosimetry system measuring
the dose distribution of blood irradiation
devices, which complements the Company’s
1992 introduction of RAD-SURE?®, a film
indicator which validates the irradiation
treatment of blood components.

(4) Company-wide Quality
Improvement Program

While ISP has always regarded quality
and customer and technical service as the
critical cornerstones of the success of its

business, the Company moved this past
year to focus additional management
attention and resources to these all-
important areas so that we can meet or
exceed the expectations of our customers
with regard to the delivery and quality of
ISP’s products and services.

To this end, we intensified last Fall the
Company's commitment to its quality effort
with the establishment of a Quality
Department and the appointment of John
Tancredi, the Company’s former Vice
President, Research and Development, as
Chief Technical and Quality Officer with
responsibility for ISP’s Company-wide
quality improvement effort. The primary
focus of ISP’s quality program in 1994 will
be on enhancing customer satisfaction
through a better understanding of the
needs of ISP’s customers, quickly
translating those needs and expectations
into rapid delivery, and continuing to
improve the quality of our manufacturing
and customer service operations. To this
end, ISP recently reoriented its sales
organization along end use market lines so
as to better serve its customers and
continued as well to intensify its efforts to
improve its manufacturing operations. In
this latter connection, a number of process
improvement teams have been established
at most all ISP’s manufacturing facilities,
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and their work over the balance of this year
can be expected to jncrease productivity,
reduce waste and inefficiency, and improve
the overall quality of the Company’s
manufacturing operations.

Finally, as evidence of the progress we
have made already, the Company’s Calvert
City, Kentucky, and Chatham, New Jersey,
manufacturing facilities recently received
I1SO 9002 certification, adding to the
certification already received by ISP’s Texas
City, Texas, facility in 1991. ISO 9002
certification is an internationally accepted
hallmark of quality management and
assurance, and with these three production
facilities having received certification, ISP
now ranks in the top echelon of American
industry in achieving this increasingly
important quality standard.

OTHER DEVELOPMENTS

After a more than five-year effort, ISP’s
Environmental Services unit received
approval from the New Jersey Hazardous
Waste Facilities Siting Commission late last
year for the construction and operation of a
commercial hazardous waste incinerator at
the site of its former Linden, New Jersey
plant. While the city of Linden has
appealed the Commission’s decision to the
Courts and the approval itself is subject to a
number of conditions, we are now in a

position to move forward with the balance
of the permitting process with a view
toward commencing construction of the
incinerator facility some time late next year.

PROSPECTS FOR 1994

While we should see in 1994 an
improvement in ISP’s eamings compared
with those of the prior year even (even after
excluding the special charges), given the
fact that a number of the same factors
which adversely affected the Company’s
1993 performance continue to persist, it is
still too early to make any definitive
predictions. Nonetheless, it is clear that
ISP’s performance in 1994 will benefit from
the developments we have recounted, and
that the Company’s focus on cost control,
efficiency, and quality will make an
important contribution to what we expect
will be a better performance this year and
thereafter.

The success of any organization is the
direct result of the quality and performance
of its people, and in this respect one of the
accomplishments this past year in which
we can take pride has been the continued
upgrading of ISP’s organization. I am
delighted that Carl Eckardt has assumed
again the position of President and Chief
Operating Officer of the Company, a
position which Carl held over a five-year
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period in the 1980’s, during which time he
guided the Company to 16 consecutive
quarterly increases in operating income.

I am confident that Carl will provide the
kind of capable and decisive leadership
needed to enable our Company to regain its
earnings growth momentum. Moreover,
we continued this past year to attract a
number of new executives to the Company,
as well as develop and promote executives
from within our ranks, such as: Paul].
Aronson, Vice President, Taxes; William H.
Baum, Vice President, Sales; Mark A.
Buckstein, Executive Vice President,
General Counsel, Secretary and Director;
Geoffrey A. Gaywood, Vice President and
General Manager, European Region;
Salvatore J. Guccione, Vice President,
Personal Care Business; Richard B. Olsen,
Senior Vice President and Chief Financial
Officer; James P. Rogers, Senior Vice
President, Finance and Treasurer; and
Edward T. Wolynic, Vice President,
Research and Development.

I am delighted that these pages afford
me the opportunity to express my
appreciation to all my fellow ISP employees
who have manifested ability, efforts, and a
degree of intensity far beyond the ordinary
in the pursuit of our common endeavors.

While we are, to be sure, disappointed
in the Company’s operating performance
this past year, I can assure you, my fellow
shareholders, as to the absolute
commitment of all ISP employees to effect a
meaningful turnaround of the Company’s
performance in 1994. Given the
fundamental strengths of our business, the
actions we have taken this past year as
recounted in these pages, and the fact that
we now have at the helm an exceptionally
strong management team, we believe that
we can look forward to a successful 1994.

Sincerely,

/¥
Samuel ]. Heyman

Chairman of the Board
and Chief Executive Officer

March 30, 1994
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International Specialty Products is one
of the world’s premier specialty chemicals
Companies with a broad line of specialty
products, including specialty derivative
chemicals, mineral products, filter products,
and advanced materials. The Company has
16 domestic and international manufactus-
ing facilities, including a joint-venture
Company in Germany, GAF-Hiils Chemie
GmbH, and markets its products in 75
countries throughout the world.

SPECIALTY DERIVATIVE CHEMICALS

ISP manufactures more than 300
specialty derivative chemicals having
numerous applications in consumer and
industrial products. The Company uses
proprietary technology to convert a number
of raw materials, through a chain of one or
more processing steps, into increasingly
complex and higher valued derivatives to
meet specific customer requirements. The
Company’s specialty derivative chemicals,
which include intermediates, solvents, vinyl
ethers, and polymers, are derived primarily
from acetylene, and the Company believes it
produces the broadest line of acetylene
derivatives available in the world. ISP is
also a major producer of cosmetic and
industrial preservatives through its Sutton
Labs, skin care products including
emollients, pearlescent pigments, and
products for sunscreen applications through
its Van Dyk business, and fine chemicals.

ISP’s specialty derivative business is
organized by end-use industries into three

worldwide, market-oriented business units:
Personal Care; Pharmaceutical, Agricultural
and Beverage; and Industrial.

Personal Care

ISP produces a wide range of products
for the personal care industry, providing
thousands of well-known hair care, skin
care, toiletry and cosmetic products with
their high performance characteristics. For
example, the Company is a leading
manufacturer of hair fixatives through its
Gantrez®, Gafquat®, and PVP/VA family of
products, which provide hairsprays,
mousses, and gels with their strong hair
holding power. ISP’s state-of-the-art
laboratory at Wayne, New Jersey, which
includes elaborate facilities for direct
consumer testing of hair care products, has
played an important role in the
development of several significant new
products, such as Gantre2® XL-80, a new,
high performance hair spray additive which
enables manufacturers to meet strict
regulatory requirements to reduce volatile
organic compounds (VOCs).

Through the development of several
important new products and the acquisition
of the Van Dyk personal care business, ISP
has significantly strengthened its presence
in the skin care market and now provides an
extremely broad range of products,
including ultraviolet absorbers,
waterproofing agents, pigments, emollients
and emulsifiers, for use in hundreds of
consumer applications. Sales of ISP’s
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sunscreen products, including the Van Dyk
Escalol® line of ultraviolet absorbers, were
substantially higher last year as a result of
increased demand as well as the
introduction of a new sunscreen product,
Escalol® 597, which enhances the sun
protection factor (SPF) of sun care products.

ISP’s Sutton Labs produces specialty
preservatives, which are marketed
worldwide primarily to the cosmetics and
personal care industries for use in hair and
skin care products, bath and shower, baby,
eye makeup, facial makeup and after-shave
preparations, and nail products. Sales of
Sutton products have increased significantly
since ISP acquired the Company five years
ago, with Sutton’s growth having been
primarily fueled by expansion of Sutton’s
overseas business. Last year, the Company
commercialized LiquaPar® Oil, a unique
liquid preservative, whose effectiveness and
ease of use is expected to insure the success
of this product in a broad range of biocide
applications. Moreover, Sutton Labs
recently launched a family of industrial
preservatives, Integra™ 22 and Integra™ 44,
designed to target specialty industrial
markets.

Pharmaceutical, Agricultural,
and Beverage

ISP’s products for the pharmaceutical,
agricultural, and beverage industries
provide superior performance
characteristics for a substantial number of
end use products while enabling them at the

same time to meet increasingly strict
worldwide regulatory requirements.

In the pharmaceutical area, ISP products
are key ingredients in tablets, injectables,
cough syrups, antiseptics, toothpaste,
denture adhesives and other oral
preparations. ISP’s Polyplasdone®
excipients function as both the binding
agent to hold pharmaceutical tablets
together and disintegrants which help
release the active ingredient in a controlled
manner. Sales of Polyplasdone® and
Plasdone® excipients increased in 1993 as a
result of increased penctration of new and
existing geographic markets as well as the
increased use of these products in generic
drugs. Moreover, the Company has several
new research and development projects
currently under way in the areas of direct
compression tableting and innovative
delivery systems such as transdermal
patches.

ISP is a leading producer of inert
ingredients for the agricultural industry,
where the Company’s solvent and polymer
products are used for the formulation of
safer and more effective agricultural
applications. ISP’s Agrimer® family of
polymers and copolymers are, for example,
integral components in formulations such as
granules, tablets, and seed coatings, which
serve not only to make these formulations
safer and more effective but so also reduce
the amount of pesticide required for
effective pest control. A number of these
products were among the first to receive
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approval for use as inert ingredients from
the United States Environmental Protection
Agency in 1992 following the agency’s
adoption of strict new regulations.

ISP has been a major participant in
the beverage industry for many years,
where ISP’s leading product, Polyclar®,
serves the function of insuring the quality,
and extending the shelf life, of beer, wine,
and fruit juices. Polyclar® SuperR, just
introduced to the market last year, is fast
gaining customer acceptance for its
effectiveness in not only extending the
useful life of the end use product but by
reducing filtration times as well. The
Company anticipates receiving regulatory
approval in Japan this year for use of
Polyclar® in Japan’s beer industry, thereby
promising to open a significant new market
for the Company.

Industrial

ISP’s specialty derivatives business
produces numerous specialty polymers and
vinyl ethers for use in a wide range of
industrial markets, such as coatings,
adhesives, electronics, and metal working,
in addition to intermediate and solvent
products such as butanediol and N-methyl
pyrrolidone (NMP), whose primary
applications are for use in high performance
plastics, lubricating oil and chemical
extraction, electronics cleaning, and
coatings.

The Company continued last year to
increase its penetration of the household,

industrial and institutional cleaning market,
with sales of its Gaftex® polymers growing
substantially as a result of a new application
using Gaftex® as a dye transfer inhibitor in
laundry detergents to prevent the deposition
of fugitive colors in mixed color washes.
The Company is also developing several
new industrial applications for its versatile
product line, including an application for
the next generation of high density
television screens and computer color
monitors, where the Company’s PVP
polymers provide coatings for sharper,
clearer images.

ISP has brought to the market over the
past several years a family of new
environunentally-friendly products, known
as Engineered Solvents, to replace
chlorinated and other volatile solvents, for
use in a variety of industries for cleaning,
stripping and degreasing. The product line
includes, for example, formulated products
especially designed for cleaning
applications, such as ShipShape® for
fiberglass boat manufacture, PrintSolve™ for
graphic arts, FoamFlush® for polyurethane
foam molders, Partsprep® for metal
degreasing, and Micropure® CDF for
electronics cleaning. Sales of the Company’s
engineered products increased significantly
this past year and are expected to grow at
even higher rates as regulatory requirements
affecting chlorinated solvents become ever
more restrictive.
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MINERAL PRODUCTS

ISP’s mineral products business
manufactures ceramic colored roofing
granules, which are produced from rock
deposits that are mined and crushed at the
Company’s three quarries and colored using
a proprietary ceramic coating process. The
Company is one of only two major suppliers
of colored roofing granules in North
America, with its mineral roofing granules
being sold primarily to the North American
roofing industry for use in the manufacture
of asphalt roofing shingles, for which they
provide weather resistance, decorative
coloring, heat deflection, and increased
weight.

Mineral products sales have benefitted
from an industry trend toward the increased
use of heavyweight, three-dimensional
laminated roofing shingles, which require
approximately 30% more granules than
traditional three-tab lightweight roofing
shingles. To meet anticipated increased
demand, the Company will complete in the
second quarter of 1994 a significant capacity
expansion at its production facility in Blue
Ridge Summit, Pennsylvania.

ISP’s mineral products business is also
the nation’s leading producer of a fine
granular material, now being marketed
under its ADCOURT™ brand and formerly
marketed under the name “Har-Tru®”, for
use in the construction of fast-drying clay
tennis courts. The Company has been for
many years the major supplier of this tennis
court material in the northeastern region of

1

the United States and is now in the process
of expanding its market coverage to the
southeastern part of the country as well.

FILTER PRODUCTS

ISP’s filter products business produces
complete filter systems, under the name
“GATF Filtration Systems”, consisting of
pressure filter vessels and filter bags
designed for the treatment of process liquids
primarily in the paint, automotive, chemical,
pharmaceutical, petroleum, municipal
water, and food and beverage industries.
ISP is a leading worldwide supplier of bag
filtration equipment, and its strategy over
the past several years has been to develop
new, higher value-added bag filtration -
products, expand its share of the filter
vessels market, and increase the geographic
penetration of its business in the United
States as well as the Asia-Pacific and Latin
American regions of the world.

The Company operates one domestic
and four international production facilities.
While the primary geographic market for
the Company’s filter products has
traditionally been Europce, ISP began to
expand its market penetration in the Asia-
Pacific region four years ago, and in 1992
opened a production, distribution, and sales
center in Memphis, Tennessec, to better
serve the United States market.

The Company has been one of the most
innovative leaders in the bag filtration
industry in terms of the introduction of
higher value-added bag filtration products,
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having recently developed the Accurate™ 1
high efficiency bag filter, which accommo-
dates higher flow rates and has a longer
service life than equivalent-rated cartridge
filters. The Accurate™ 1 product has met
with enthusiastic market reception from
such diverse users as Mercedes Benz, which
has selected ISP’s product for an important
paint filtration process, to one of New York
City’s largest residential buildings which
has chosen to use the Accurate™ 1 in
connection with a large potable water
filtration system for the building. The
Company has also recently introduced a
new range of POXL™ Extended Life Filter
bags, which help its customers to
substantially reduce their costs through
waste minimization, reduced maintenance,
and the extension of useful filter life. These
new products offer significant growth
potential for ISP’s filters business, as they
satisfy the needs of its customers for cost
effective filtration and waste disposal
minimization.

ADVANCED MATERIALS

ISP manufactures a variety of advanced
materials, consisting of high-purity carbony!
iron powders, sold under the Company’s
trademark, Micropowder®, for use in a
number of applications for the aerospace
and defense, electronics, powder metallurgy,
pharmaceutical, and food industries. In
addition, the Company’s FDA-approved
Ferronyl® iron has been widely accepted as
an iron supplement in multi-vitamins and

other pharmaceutical products and is
widely regarded by medical experts as safer
for these uses than iron salts.

ISP’s Advanced Materials business
markets in addition a growing range of
unique and innovative products, including
RAD-SURES®, radiation-sensitive labels
which indicate whether hospital blood bags
have been properly irradiated; PERM® and
GAFCHROMIC® processless electron
recording films for a variety of instant
imaging, data recording and medical
dosimetry applications; and DOSE-MAP™, a
product introduced last year for measuring
the radiation distribution of blood
irradiation devices.

INTERNATIONAL OPERATIONS

As a result of the Company’s continued
penetration of existing overseas markets and
expansion into new ones, ISP’s international
sales have grown at an average annual
compounded rate of 16% over the past ten
years and now constitute more than 50% of
the Company'’s total specialty derivative
sales. This has been accomplished by the
development of direct sales capability,
through the opening of new marketing and
sales offices in 11 countries, including
Russia, the People’s Republic of China,
Hungary, Taiwan, and Argentina, and the
initiation of direct export sales in four other
countries. Virtually all of ISP’s specialty
derivative chemical and filter product lines
are now sold internationally, and
approxirmately 80% of ISP’s revenues
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outside the United States are currently
generated by the Company’s own sales
force, with the remainder originating
through a worldwide network of
experienced distributors.

As part of its plan to further its
international expansion, ISP intends to
construct a new European specialty
chemicals manufacturing complex to meet
the needs of its European business. ISP’s
European customers for specialty
derivatives chemicals are currently being
served by the Company’s plants in the
United States, as well as its joint venture
manufacturing operation at Marl, Germany,
and the new facility should enable the
Company to reduce its distribution costs
and better serve its growing European
customer base.

RESEARCH AND DEVELOPMENT

ISP continued its commitment this past
year to a strong research and development
effort in connection with new products and
applications as well as process improve-
ments. To this end, the Company upgraded
its technical staff particularly in the personal
care area; increased its focus on process
improvement in furtherance of the
Company’s overall cost reduction goal; and
expanded its Science Advisory Board, now
comprised of six world-class scientists who
regularly review, and offer guidance and
counsel with respect to, the Company’s

13

entire research and development operations.

As a result of the Company’s
investment over the past four years in
research and development, it has been able
to develop, introduce, and market more
than 50 new products and hundreds of new
applications during this period of time,
including several important products in
1993, such as Gantrez® XL-80, Escalol® 597,
and Polyclar® Super R, all mentioned
previously in these pages.

CAPITAL EXPANSION PROGRAM

The Company continued this past year
an aggressive capital expansion program,
committing substantial financial resources to
the modernization of its plants and
equipment at the rate of more than $50
million per annum for the second year in a
row. In this connection, the Company has
now completed, or is in the process of
completing, capacity expansions with regard
to most of its high-value specialty chemicals
lines, including PVP K90, Gantrez®,
Plasdone®, and Polyclar® products. So also,
the capital program includes process
improvement projects designed to improve
manufacturing efficiency and product
quality as well as reduce costs. The
Company intends to continue its capital
programs in 1994 at a level comparable to
that of the previous two years.
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GENERAL

In 1991, International Specialty Products Inc. (the
“Company”), an indirect stibsidiary of GAF
Corporation (“GAF”), acquired substantially all of the
operating businesses then conducted by GAF
Chemicals Corporation ("GCC”). In July 1991, the
Company completed an initial public offering of 19.4
million shares, or 19.4%, of its common stock.

1993 CoMPARED WITH 1992

In 1993, the Company recorded net income of $29.6
million ($.30 per share) compared with net income of
$50.1 million ($.50 per share) for the year 1992. The
net income in 1993 reflects a retroactive income tax
provision of $2.9 million, representing the effect of a
1% increase in the Federal corporate income tax rate
on the Company’s net deferred tax liability as of
December 31, 1992, and a pre-tax provision of $13.8
million primarily related to the Company’s cost
reduction program announced in October 1993 (see
Note 3 of Notes to Consolidated Financial
Statements). Net income for 1992 reflects a one-time
charge of $7.1 million ($.07 per share) representing
the cumulative effect of the change in accounting for
postretirement benefits other than pensions, net of a
related income tax benefit of $3.9 million.

The 1993 results were impacted by lower
operating income (down $42.6 million including the
$13.8 million restructuring charge) and by lower
earnings of the GAF-Hiils joint venture (“GAF-
Huls”){down $3.9 million), partially offset by a $6.1
million reduction in interest expense and a $4.5
million improvement in other income.

Sales for 1993 were $548.3 million compared
with $570.8 million for the year 1992. This sales
decrease was primarily attributable to lower sales of
mineral products (down 20%) as a result of lower
customer demand due primarily to customers lost as
a result of increased competition and the absence of
storm damage which increased sales in the latter half
of 1992; and the adverse effect of a stronger dollar,
which impacted sales by $20.2 million. The foregoing
factors were partially offset by higher sales of
specialty derivative products in the Asia-Pacific
region of $12.3 million and the combined incremental
sales of the Van Dyk personal care (acquired in
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March 1992) and the MTM fine chemicals {acquired
in February 1993) businesses, which totaled $14.8
million.

Operating income for 1993 was $65.1 million
compared with $107.7 million for 1992, with the
decrease resulting primarily from the $13.8 million
restructuring charge mentioned above, the adverse
effect of a stronger dollar, which impacted operating
income by $15.6 million, lower operating income
from mineral products {down $10.7 million) as a
result of the aforementioned sales decline, increased
selling, general and administrative expenses, and
higher manufacturing costs of specialty derivative
chemicals. Such higher manufacturing costs were due
to increased production costs (mostly salaries and
wages and depreciation related to increased capital
investments) coupled with reduced production rates
{as the production rate decline which began in the
fourth quarter of 1992 and was designed to bring
inventories in line with reduced demand continued
into the first quarter of 1993).

Of the $28.8 million decrease in operating
income in 1993 (before the $13.8 million restructuring
charge), domestic operating income decreased by
$25.2 million, and operating income from Europe
decreased by $7.9 million, while operating income
from other foreign operations increased by $4.3
million, mainly in the Asia-Pacific region. The larger
decrease in domestic operating income as compared
to non-U .S, operating income was primarily due to
the higher manufacturing costs for specialty
derivative chemicals discussed above, which costs
were not allocated to non-U.S. operations.

Interest expense for 1993 was $24.5 million, a
reduction of $6.1 million from $30.6 million in 1992.
The decrease was attributable to lower interest rates
and reduced average outstanding borrowings.

Other income was $7.2 million in 1993 compared
with $2.7 million in 1992. This category is comprised
of foreign exchange gains/losses resulting primarily
from revaluation of foreign currency-denominated -
accounts receivable and payable as a result of
changes in exchange rates, other nonoperating and
nonrecurring items of income and expense, and net
investment income. The increase in 1993 was due
principally to higher investment income, partially
offset by higher foreign exchange translation losses
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and costs related to the sale of accounts receivable
(see Note 5 of Notes to Consolidated Financial
Statements). -

1992 CoMPARED WITH 1991

In 1992, the Company recorded net income of $50.1
million ($.50 per share based on 99.9 million shares
outstanding) compared with net income of $50.6
million {$.56 per share based on an average of 90.2
million shares outstanding) for the year 1991. Net
income for 1992 reflects a one-time charge of $7.1
million ($.07 per share) representing the cumulative
effect of the change in accounting for postretirement
benefits other than pensions, net of a related income
tax benefit of $3.9 million.

Income for 1992 before the one-time charge was
$57.2 million (3.57 per share), an increase of $6.5
million (13%) over the prior year. The improved
results were attributable to a $22.1 million reduction
in interest expense and a $4.1 million improvement in
other income (expense), partially offset by a $14.2
million decline in operating income and lower
earnings of GAF-Hiils.

Sales for 1992 increased $45 million to $570.8
million compared with $525.8 million in 1991. The
sales increase was attributable primarily to growth in
the Company’s mineral products due to stronger
roofing demand, increased sales of high margin
specialty products, and the acquisition in March 1992
of the Van Dyk personal care business, partially offset
by lower sales of intermediates and solvents. Van
Dyk sales were approximately $22.5 million for 1992
(4% of the Company’s sales).

Operating income for 1992 was $107.7 million,
down $14.2 million from $121.9 million in 1991, with
specialty derivative chemicals down by $20.9 million
and mineral products up by $6.9 million. The leading
factor contributing to the decrease in specialty
derivative chemicals was higher selling, general, and
administrative costs of $10.3 million in connection
with the Company’s increased marketing, sales and
research and development efforts. The remainder of
the decrease in specialty derivative chemicals was
due primarily to higher manufacturing costs and, to a
lesser extent, a provision for obsolete inventory and
reduced pricing for the Company’s intermediate and
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solvent products as a result of increased competition
brought on by the entry of new competition for these
products which led to some lower market pricing.
The higher manufacturing costs in specialty
derivative chemicals were primarily attributable to
unabsorbed overhead in the fourth quarter of 1992 as
a result of a reduction in inventory levels brought
about as a result of the Company’s continuing efforts
to match production volumes to sales levels which, in
the fourth quarter of 1992, were below expectations.
These factors were partially offset by the absence of a
$3.8 million one-time charge associated with the
termination of GAF’s Equity Appreciation Plan in
1991 (GAF maintained an Equity Appreciation Plan,
which was terminated upon completion of the initial
public offering). See Note 9 of Notes to Consolidated
Financial Statements. The strong performance by the
Company’s mineral products business in 1992
resulted from increased roofing demand, which was
fueled in part by damage from several storms which
occurred in many areas of the United States.

Domestic operating income and non-U.S.
operating income in 1992 declined by $11.7 and $2.5
million, respectively. The larger decrease in domestic
operating income as compared to non-U.S. operating
income was primarily due to the higher manufactur-
ing costs for specialty derivative chemicals discussed
above, which costs were not allocated to non-U.S.
operations.

A customer of the Company’s mineral products
business determined not to renew its contract with
the Company effective January 1, 1993 (the contract’s
expiration) and to place a portion of its contract
volume with another supplier, such portion
representing approximately 3% of the Company’s
total annual sales.

Interest expense for 1992 was $30.6 million, a
reduction of $22.1 million from $52.7 million in 1991.
The reduction was due both to lower average debt
outstanding and lower interest rates.

Other income was $2.7 million in 1992,
compared with other expense of $1.4 million in 1991.
This category is comprised of foreign exchange
gains/losses resulting from the revaluation of foreign
currency-denominated accounts receivable and
payable as a result of changes in exchange rates, other
nonoperating and nonrecurring items of income and
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expense, and net investment income. The
improvement in 1992 was due primarily to higher
income from investments and lower foreign exchange
losses.

JOINT VENTURE

GAF-Huls’ sales were $104.2 million in 1991, $99.4
million in 1992 and $84.9 million in 1993. The decline
in sales was primarily the result of lower demand
from European markets as a result of an economic
slowdown, increased competition from the entry of
another producer into the European market, and
lower purchases of butanediol from GAF-Hiils by the
Company.

The Company’s equity in the earnings of the
joint venture declined from $7.9 million in 1991 to $6
million in 1992 and $2.1 million in 1993. The recent
decrease in earnings of the joint venture is attribut-
able to the recession in Europe and the entrance of
new suppliers of the products which it produces,
which have resulted in decreased pricing and lower
sales volumes, and raw material cost increases. The
Company expects a continued decline in earnings of
the joint venture in 1994. The recovery of the
European economy and the aggressiveness of the
new suppliers will be important elements in
determining the profitability of the joint venture in
the future.

LiQuiprry AND FINANCIAL CONDITION

During 1993, the Company generated cash from
operations of $88 million, and reinvested $62.9
million for capital programs and the acquisition of
the MTM fine chemicals business, for a net cash
inflow of $25.1 million before financing activities.
Net cash used in financing activities in 1993 was
$24.1 million, principally comprised of a $125.3
million paydown of borrowings under the
Company’s bank credit agreement (“Credit
Agreement”), in part offset by $24.3 million of
proceeds from the sale of accounts receivable, $25.1
million proceeds from the termination of interest rate
swap agreements, $46.3 million of additional
borrowings from an affiliate, and $10.6 million of
additional short-term borrowings. The Company
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declared dividends of $5 million ($.05 per share) on
its common stock during 1993.

As a result of the foregoing factors, cash and
short-term investments increased by $1.1 million
during 1993 to $82.8 million. The Company has
short-term investments in equity and debt securities,
and in addition, at times the Company holds certain
common stock short positions which are offsets
against long positions in securities which are
expected, under certain circumstances, to be
exchanged or converted into the short position
securities. The Company is exposed to market risk in
connection with its short-term investments. See Note
2 of Notes to Consolidated Financial Statements.

In connection with its 9% Senior Notes, the
Company entered into interest rate swap agreements
in 1992, which were terminated and replaced with
new swap agreements in 1993. See Note 8 of Notes to
Consolidated Financial Statements.

In June 1993, the Company completed a
transaction involving the sale of its domestic trade
accounts receivable (“domestic receivables”), without
recourse, to a non-affiliated third party for a
maximum of $25 million in cash to be made available
to the Company based on eligible domestic
receivables outstanding from time to time. As of
December 31, 1993, the Company had sold $23.7
million of domestic receivables and had received
$24.3 million in proceeds. Proceeds provided to the
Company are adjusted on the fifteenth business day
of each month, based on domestic receivables as of
the end of the prior month. Accordingly, prior to
each monthly adjustment, the Company may have a
receivable from or payable to the purchaser of the
domestic receivables. As of December 31, 1993, the
Company had a payable to the purchaser of $.6
millicn. See Note 5 of Notes to Consolidated
Financial Statements.

On October 5, 1993, G-I Holdings Inc. (“G-1
Holdings”), the indirect owner of 80.6% of the
Company’s common stock, issued Senior Discount
Notes due 1998. Under the indenture related to such
notes, the incurrence by the Company of additional
debt and the issuance by the Company of preferred
stock would be restricted unless, subject to certain
exceptions, the ratio of the Company’s consolidated
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income before income tax, interest, depreciation and
amortization expense to its consolidated interest
expense for its most recently completed four fiscal
quarters is at least 2 to 1. For the four quarters ended
December 31, 1993, such ratio was 491 to 1.

As of December 31, 1993, the Company was
contingently liable under letters of credit aggregating
$9.5 million, of which $2.5 million secures amounts
due under the Company’s industrial revenue bond
obligation and $1.9 million was issued for the benefit
of affiliates of the Company. The Credit Agreement
permits the Company to make loans to affiliates and
to make available letters of credit for the benefit of
affiliates in an aggregate amount of up to $50 million;
as of December 31, 1993, $1.9 millicn of such amount
had been utilized for the aforementioned letters of
credit.

Borrowings under the Credit Agreement are
subject to the application of certain financial
covenants contained in such agreement which
provide that (1) the Company will not permit the
ratio of its consolidated income before income tax,
interest, depreciation and amortization expense to its
consolidated interest expense for its most recently
completed four fiscal quarters to be less than 3 to 1
for periods ending on or before December 31, 1994
and 3.25 to 1 for periods after December 31, 1994, and
(2) the Company will not permit the ratio of its total
consolidated indebtedness to the sum of adjusted net
worth plus total consolidated indebtedness to be
more than .55 to 1 on any date on or prior to
December 31, 1994 and .50 to 1 on any date after
December 31, 1994. As of December 31, 1993, the
application of the foregoing tests did not restrict
amounts available for borrowing under the Credit
Agreement.

The Credit Agreement permits the Company to
pay cash dividends and make other restricted
payments {as defined) of up to 50% of the sum of its
consolidated net income after January 1, 1992 plus the
aggregate net cash proceeds from issuance of the
Company’s common stock after July 23,1992,
provided that after giving effect to such dividends
and restricted payments, the ratio of the Company’s
operating cash flow to fixed charges (including cash
dividends and restricted payments) for its most
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recently completed four fiscal quarters is at least 1

to 1. If the ratio is lower than 1 to 1, the Company is
permitted under the Credit Agreement to pay cash
dividends up to $15 million in the aggregate. In
addition, under the indenture relating to the
Company’s 9% Senior Notes, the aggregate amount
of cash dividends and other restricted payments
made by the Company after September 30, 1991 may
not exceed the sum of $50 million, 75% of the
Company’s consolidated net income (or 100% of its
consolidated net loss) on a cumulative basis since
such date and the aggregate net proceeds received by
the Company since such date for shares of its capital
stock or debt converted into shares of its capital stock.
As of December 31, 1993, under the most restrictive of
the foregoing tests, the Company could have paid
dividends in the aggregate amount of $15 million.

As of December 31, 1993, the Company'’s
scheduled repayments of long-term debt for the
twelve months ending December 31, 1994 aggregated
$.7 million.

The Company intends to construct a European
manufacturing facility to meet the needs of its
European business. The Company is currently
considering a number of alternative plant sites and
plans to develop the facility in stages over a four-to-
six year period. The Company anticipates utilizing
internally generated funds and/or independent
financing to fund the cost of the project. The first
phase of the European plant would increase the
Company’s polymer capacity. The Company’s sales
have not been restricted by capacity restraints and the
Company believes that it has sufficient capacity at its
disposal to meet demand until the European plant is
on line.

Fluctuations in the value of foreign currencies
may cause U.S. dollar translated amounts to change
in comparison with previous periods and,
accordingly, the Company cannot estimate in any
meaningful way the possible effect of such
fluctuations upon future income, The Company has a
policy to manage these exposures to minimize the
effects of fluctuations in foreign currencies, including
entering into foreign exchange contracts from time to
time in order to hedge its exposure. As of December
31, 1993 and 1992, outstanding foreign exchange
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contracts were $70.5 and $4.3 million, respectively.
See Note 2 of Notes to Consolidated Financial
Statements for further discussion.

The parent corporations of the Company,
including GAF, G-I Holdings, G Industries Corp. and
GCC, are essentially holding companies without
independent businesses or operations and, as such,
are dependent upon the cash flow of their
subsidiaries, including the Company, in order to
satisfy their obligations, including the asbestos-
related claims discussed below and certain potential
tax liabilities including tax liabilities relating to
Rhone-Poulenc Surfactants and Specialties, L.P. Fora
description of such obligations, see Notes 4 and 17 of
Notes to Consolidated Financial Statements. In the
event that such parent corporations were unable to
meet their cash needs from sources other than the
Company, they might take various actions, including,
among other things, seeking to cause the Company to
make distributions to stockholders by means of
dividends or otherwise, to make loans to its parent
corporations or cause GCC to sell shares of the
Company’s common stock. The Company does not
believe that the dependence of its parent corporations
on the cash flows of their subsidiaries should have a
material adverse effect on the operations, liquidity or
capital resources of the Company.

Given the current ownership structure of the
Company, the ability of the Company to utilize
common stock financings for capital expenditures,
acquisitions and other corporate purposes, and the
ability of GCC to sell shares of the Company’s
common stock owned by it, are presently impeded
because GCC would be unable to utilize significant
tax benefits or to receive tax sharing payments, and
significant adverse tax consequences to GCC would
occur, in the event that GCC were to own less than
B80% of the outstanding shares of the Company’s
common stock. Such tax consequences would be
eliminated over time as the Company generates
eamnings. [n light of the foregoing, as well as the
current market price of the Company’s common
stock, GCC has advised the Company that it does not
currently intend to dispose of shares of the Company’s
common stock, and the Company does not currently
intend to issue shares of its common stock.
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Sales, operating income and identifiable assets
by geographic area are set forth in Note 14 of Notes to
Consolidated Financial Statements. For information
with respect to income taxes, see Note 4 of Notes to
Consolidated Financial Statements.

The Company does not believe that inflation has
had an effect on its results of operations during the
past three years. However, there can be no assurance
that the Company’s business will not be affected by
inflation in the future.

The Company has received conditional site
designation from the Necw Jersey Hazardous Waste
Facilities Siting Commission for the construction of a
hazardous waste disposal facility at its Linden, New
Jersey property, which designation has been
appealed to the Courts by the City of Linden. If the
Company is successful in securing the necessary
permits to construct and operate the hazardous waste
facility, the Company intends to develop and operate
the facility in a separate subsidiary either on its own
or in a joint venture with a suitable partner. If the
Company develops and operates the facility on its
own, it would require the consent of the banks under
the Credit Agreement. The Company estimates that
the cost of constructing the facility will be
approximately $100 million. If approved, the facility
is anticipated to be in operation by 1997, although
there can be no assurance as to when operations will
begin. If the required approvals and permits are
obtained, the Company anticipates utilizing
internally generated cash and/or seeking project or
other independent financing therefor and,
accordingly, would not expect such facility to impact
materially the Company’s liquidity or capital
resources.

The Company, together with other companies, is
a party to a variety of admuinistrative proceedings and
lawsuits involving environmental matters
{*Environmental Claims*) under the Comprehensive
Environmental Response Compensation and Liability
Act ("CERCLA") and similar state laws, in which
recovery is sought for the cost of cleanup of
contaminated waste disposal sites. A number of the
Environmental Claims are in the early stages and
others have been dormant for protracted periods.

At each site, the Company anticipates, although
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there can be no assurance, that liability will be
apportioned among the companies found to be
responsible for the presence of hazardous substances
at the site. Although it is difficult to predict the
ultimate resolution of these claims, based on the
Company’s evaluation of the financial responsibility
of the parties involved and their insurers, the merits
of the defenses of the Company and other parties and
the nature and terms of cost sharing arrangements
now in place among the potentially responsible
parties, the Company estimates that its liability in
respect of all Environmental Claims, as of December
31, 1993, will be approximately $17.2 million. Aftera
reduction for anticipated insurance recoveries
{discussed below) of $7 million, the Company
estimates that its net liability will be approximately
$10.2 million.

Although the Company believes it is entitled to
substantially full defense and indemnity under its
insurance policies for all Environmental Claims, the
Company’s insurers have not affirmed a legal
obligation under the policies to provide indemnity
for the matters discussed above. Nevertheless, the
insurers have agreed to reimburse the Company for a
substantial portion of its indemnity obligations in a
number of these cases and the Company has also
reached agreements with certain of its insurers
regarding the Company’s defense costs and other
related expenses and, pursuant to these agreements,
certain insurers are currently paying a portion of the
Company’s defense costs. After considering the
relevant legal issues, prevailing commercial practice
in the resolution of similar claims and the agreements
discussed above, the Company believes that it is
probable that it will receive the anticipated insurance
recoveries, although there can be no assurance in this
regard.

In the opinion of the Company’s management,
the environmental matters referred to herein will be
resolved and amounts will be paid gradually over a
period of years and, accordingly, the resolution of
such matters should not be material to the business,
liquidity or financial position of the Company.
However, adverse decisions or events, particularly as
to the merits of the Company’s factual and legal
defenses to liability and the financial responsibility of
the other parties involved at each site, could cause the

Company to increase its estimate of its liability in
respect of such matters. It is not currently possible to
estimate the amount or range of any additional
liability.

GAF has advised the Company that as of
December 31, 1993, GAF had been named as a co-
defendant in approximately 53,000 lawsuits alleging
health claims relating to the inhalation of asbestos
fiber and a co-defendant in 23 lawsuits alleging
economic and property damage or other injuries
caused, in whole or in part, by what is claimed to be
the present or future need to remove asbestos
material from various premises. Neither the
Company nor the assets or operations of the
Company or GCC, which was operated as a division
of GAF prior to July 1986, have been employed in the
manufacture or sale of asbestos products.
Consequently, the Company believes that such claims
should not have a material effect on the Company’s
business, financial condition or results of operations.
The Company believes that it should have no legal
responsibility for damages in connection with
asbestos-related claims, but the Company cannot
predict whether any such claims will be asserted
against it or the outcome of any litigation relating to
such claims. In addition, should GAF be unable to
satisfy judgments against it in asbestos-related
lawsuits, its judgment creditors might seek to enforce
their judgments against the assets of GAF, including
its indirect holdings of common stock of the
Company, and such enforcement could result in a
change of control of the Company. For further
information regarding asbestos-related claims against
GAF, see Note 17 of Notes to Consolidated Financial
Statements.
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Set forth below are selected consolidated financial
data of the Company and its predecessor company.
The capital structure and accounting bases of the
assets and liabilities of the Company subsequent to
April 2, 1989 differ from tRose of the predecessor
company for prior periods as a result of the
Acquisition (see Note 1 of Notes to Consolidated
Financial Statements). Financial data of the
predecessor company are presented on a historical
cost basis. Financial data of the Company reflect the
Acquisition under the purchase method of
accounting. Accordingly, financial data for periods

INTERNATIONAL SPECIALTY PRODCCTS INC.

subsequent to the Acquisition are not comparable
with data for periods prior thereto, because the
periods subsequent to the Acquisition reflect interest
expense on Acquisition borrowings as well as non-
cash charges that are not applicable to the
predecessor company, consisting of goodwill
amortization and depreciation of increased asset
values resulting from the Acquisition. Such non-cash
charges amounted to $22.4, $22.3, $22 .4, $22.3 and
$16.5 million for the years 1993, 1992, 1991, 1990 and
the nine months ended December 31, 1989,
respectively.

Predecessor
Company Company
Nine Months  First Quarter
Ended Ended
{Dollars in thousands, Year Ended December 31, pgcember 31, April 2,
except per share amounts) 1993 1992 1991 1990 1989 1989
Operating data:
Net sales $ 548,252 $ 570,757 $ 525,786 $ 511,652 $ 354,677 $ 114,885
Operating income 65,091 107,664 121,852 116,764 77,657 27,232
Interest expense 24,500 30,595 52,693 85,224 66,434 2,032
Income before income taxes 49,823 85,782 75,682 42,037 20,705 -29,244
Income before cumulative
effect of accounting change 29,558 57,182 50,646 30,559 12,192 18,248
Net income 29,558 50,113 50,646 30,559 12,192 18,248
Earmings per common share:
Income before cumulative
effect of accounting change $ 30 S 57 $ 56 $ .38 $ 15 N/A
Net income $ 30 S 50 $ 56 $ .38 $ 15 N/A
Dividends per common share $ 05 $ 05 ) — $ — $ — N/A
Other data: .
Operating margin 11.9% 18.9% 23.2% 22.8% 21.9% 23.7%
Depreciation $ 28,737 $ 25610 S 23247 S 22,308 $ 14,641 5 2314
Goodwill amortization 13,856 13,706 13,825 13,754 10,061 —
Capital expenditures
and acquisitions 62,858 70,464 34422 35,627 54,884 3,837
Company
December 31,
1993 1992 1991 1990 1989
Balance Sheet data:
Total working capital $ 78,263 $ 179,310 $ 94715 $ 65658 $ 95400
Total assets 1,243,315 1,270,418 1,151,175 1,140,592 1,137,176
Long-term debt 367,722 493,025 413,746 698,044 734,018
Stockholders’ equity 534,012 516,999 483,797 134,621 143,764
21
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(Thousands, except per share amounts)
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Year Ended December 31,

1993 1992 1991

Net sales

$ 548,252 $ 570,757 $ 525,786

Costs and expenses:

Cost of products sold 329,517 324,876 279,671

Selling, general and administrative 125,961 124,511 110,438

Provision for restructuring 13,827 - -

Goodwill amortization 13,856 13,706 13,825

Total costs and expenses 483,161 463,093 403,934
Operating income 65,091 107,664 121,852
Interest expense {24,500) (30,595) (52,693)
Equity in earnings of joint venture 2,051 5,996 7,894
Other income (expense), net 7,181 2,717 (1,371)
Income before taxes and cumulative effect of accounting change 49,823 85,782 75,682
Income taxes:

Annual provision - current and deferred (17,320) (28,600) (25,036)

Adjustment of deferred tax liability for change in tax rate (2,945) - -
Income before cumulative effect of accounting change 29,558 57,182 50,646
Cumulative effect of change in accounting for postretirement

benefits other than pensions, net of $3,913 income tax benefit - (7.069) -

Net income

$ 29,558 $ 50,113 $ 50646

Earnings per common share:

Income before cumulative effect of accounting change $ .30 5 .57 3 56
Cumulative effect of accounting change - (.07) -
Net income $ 30 $ .50 $ .56
Weighted average number of common shares outstanding 99,889 99,889 90,194

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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December 31,
{Thousands) 1993 1992
ASSETS
Current Assets: -
Cash $ 11,022 $ 11,162
Short-term investments 71,764 70,517
Accounts receivable, trade, less reserve of $2,313 and $2,105 41,656 66,466
Accounts receivable, other 7,650 8,684
Inventories 103,700 105,528
Other current assets 14,229 11,874
Receivable from related parties, net - 8,172
Total Current Assets 250,021 282,403
Property, plant and equipment, net 478,514 452,072
Excess of cost over net assets of businesses acquired, net of accumulated
amortization of $65,202 and $51,346 457,084 470,939
Other assets 57,696 65,004
Total Assets $ 1,243,315 $ 1,270418
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:
Short-term debt $ 12,848 $ 2,211
Current maturities of long-term debt 681 570
Loan payable to related party 66,787 20,470
Accounts payable 39,607 33,761
Accrued liabilities 45,388 33,583
Payable to related parties, net 3,583 -
Income taxes 2,864 12,498
Total Current Liabilities 171,758 103,093
Long-term debt less current maturities 367,722 493,025
Deferred income taxes 92,511 102,535
Other liabilities 77,312 54,766
Commitments and contingencies
Stockholders’ Equity:
Preferred stock, $.01 par value per share; 20,000,000 shares authorized - -
Common stock, $.01 par value per share; 300,000,000 shares authorized:

99,888,646 shares issued and outstanding 999 999
Additional paid-in capital 504,572 504,572
Excess of purchase price over adjusted historical cost of Predecessor Parent

Company shares owned by GAF’s stockholders {63,483) (63,483)
Retained earnings 92,738 68,174
Cumulative translation adjustment and other (814) 6,737

Total Stockholders” Equity 534,012 516,999

Total Liabilities and Stockholders’ Equity $ 1243315 3 1,270,418

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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Year Ended December 31,
(Thousands) 1993 1992 1991
Cash and short-term investments, beginning of year $ 81,679 $ 10,085 $ 19,317

Cash provided by operating activities:
Net income 29,558 50,113 50,646
Adjustments to reconcile net income to net cash provided by
operating activities:

Depreciation 28,737 25,610 23,247
Goodwill amortization 13,856 13,706 13,825
Cumulative effect of accounting change - 7,069 -
Provision for restructuring 13,827 - -
Deferred income taxes (13,542) 6,844 2,455
(Increase) decrease in working capital items 2,868 {11,348) (22,414)
(Increase) decrease in other assets 6,586 {850) (12,024)
Increase (decrease) in other liabilities 1,847 (1,539) {6,485)
{(Increase) decrease in net receivable from/payable to related parties 10,234 (3,010) (1,741)
Change in cumulative translation adjustment (6,291) (10,246) (215)
Other, net 340 948 : (189)
Net cash provided by operating activities 88,020 77,297 47,105
Cash used in investing activities:
Capital expenditures and acquisitions (62,858) (70,464) (34,422)
Cash provided by (used in) financing activities:
Proceeds from sale of accounts receivable 24,284 - -
Proceeds from termination of interest rate :
swap agreements 25,069 - -
Proceeds from initial public offering - - 281,272
Increase {decrease) in short-term debt 10,637 2,106 . (9,212)
Proceeds from debt financing - 200,000 -
Repayments of long-term debt (125,820) (145,899) (291,680)
Loan from related party 46,317 20,470 -
Financing fees and expenses (176) (6,922) -
Dividends and distributions i (4,994) (4,994) (27,591)
Capital contribution by parent company - - 25,232
Other, net 628 - 64
Net cash provided by (used in) financing activities (24,055) 64,761 {21,915)
Net change in cash and short-term investments 1,107 71,594 (9,232)
Cash and short-term investments, end of year $ 82,786 $ 81,679 $ 10,085
24
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Year Ended December 31,
(Thousands) 1993 1992 1991
Supplemental Cash Flow Information:
Effect on cash from (increase) decrease in working capital items*:
Accounts receivable $ 2,499 $ 1,915 $ 8,752
Inventories 4,306 (8,083) (10,120)
Other current assets 1,239 4,899 (2,219)
Accounts payable 5,036 (2,746) (1,782)
Accrued liabilities (896) (6,369) (12,074)
Income taxes (9,316) (964) (4,971)
Net effect on cash from (increase) decrease
in working capital items $ 2,868 $ {11,348) $ (22,414)

* Working capital items exclude cash, short-term investments, short-term debt and the loan payable to related party. Working capital acquired in
connection with acquisitions is accounted for within “Capital expenditures and acquisitions” in the Consolidated Statements of Cash Flows. The
effects of reclassifications between noncurrent and current assets and liabilities are excluded from the amounts shown above. In addition, the decrease in
accounts receivable shoun above for 1993 is before giving effect to the proceeds from the sale of the Company’s domestic trade accounts receivable
(see Note 5 of Notes to Consolidated Financial Statements), which is reflected in cash from financing activities in the Consolidated Statements of Cash
Flows.

Cash paid during the year for:

Interest (net of amount capitalized) $ (23,969) $ (27,720 $ (55,577)
Income taxes {including taxes paid pursuant to the
Tax Sharing Agreement) (38,703) (24,753) (25,211)

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements,
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Cumulative
Capital Stock Translation

and Additional Adjustment Retained

{Thousands) Paid-in Capital and Other Earnings
December 31, 1990 - $ 199,067 $ 19,037 $ -
Net income - - 50,646
Proceeds from initial public offering 281,272 - -
Translation adjustment - (215) -
Dividends and distributions to parent company - - (27,591)
Capital contribution by parent company 25,232 - -
Unfunded pension liability - (168) -
December 31, 1991 $ 505,571 $ 18,654 $ 23,055
Net income - - 50,113
Translation adjustment - {10,246) -
Dividends declared ($.05 per common share) - - (4,994)
Unfunded pension liability - (1,671) -
December 31, 1992 $ 505,571 $ 6,737 $ 68,174
Net income - - 29,558
Translation adjustment - {6,291) -
Dividends declared ($.05 per common share) - - (4,994)
Unfunded pension liability - (1,260) -
December 31, 1993 $ 505,571 $ (814) $ 92,738

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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Note
1

FORMATION OF THE COMPANY

International Specialty Products Inc. (the “Company™)
was formed on April 25, 1991 and is an 80.6% owned
subsidiary of GAF Chemicals Corporation ("GCC”),
which is a wholly owned subsidiary of G Industries
Corp. (“G Industries”), which in turn is a wholly owned
subsidiary of G-I Holdings Inc. (“G-I Holdings”). G-I
Holdings is a wholly owned subsidiary of GAF
Corporation (“GAF”). On April 26, 1991, the Company
issued 10 shares of its common stock to GCC in
exchange for $10.00. The Company acquired all the
shares of the capital stock of the subsidiaries of GCC
which owned substantially all of GCC’s operating
assets. The Company and its subsidiaries also assumed
GCC’s liabilities related to such assets and certain inter-
company notes then outstanding. In connection with
these transactions, the Company issued an additional
80,499,990 shares of its common stock to GCC and
entered into certain agreements with its affiliates (see
Notes 4 and 11). The foregoing transactions did not
result in any change in the accounting bases of the
Company’s assets and liabilities.

The accompanying consolidated financial
statements have been prepared on a basis which
retroactively reflects the formation of the Company, as
discussed above, for all periods presented. Stock-
holders’ equity, long-term debt and the related interest
expense and income tax effect thereon have been
reflected retroactively for each of the periods presented.
Excess cash generated prior to July 1, 1991 has been
reflected as dividends and /or distributions to GCC for
all periods presented.

In July 1991, the Company completed an initial
public offering of 19,388,646 shares, or 19.4%, of its
common stock. The net proceeds of $281.3 million from
the initial public offering were paid by the Company to
G Industries to reduce the Company’s then-existing
intercompany term note.

A predecessor company to GAF (the “Predecessor
Parent Company”) was acquired on March 29, 1989 in a
management-led buyout (the “Acquisition”). The
Acquisition was accounted for under the purchase
method of accounting. Accordingly, the historical book
values of the assets and liabilities of GCC’s predecessor
company prior to the Acquisition were adjusted to their
fair values as estimated at March 29, 1989. As a result,
an excess of cost over net assets of businesses acquired
{“goodwill”) was recorded, of which $494.5 million was
allocated to the Company.

Since certain members of the management group
beneficially owned shares of the Predecessor Parent

INTERNATIONAL SPECIALTY PRODUCTS INC.

Company’s common stock before the Acquisition and
own shares of GAF after the Acquisition, the purchase
method of accounting does not apply to their shares.
Accordingly, for accounting purposes, stockholders’
equity reflects the total shares of the Predecessor Parent
Company owned by the management group at their
respective adjusted historical costs, reduced by the
consideration paid by GAF for the Predecessor Parent
Company shares owned by the management group
(which consideration included payments by the
Predecessor Parent Company to cancel outstanding
options for stock of the Predecessor Parent Companyy),
resulting in a reduction in stockholders’ equity, of
which $63.5 million was allocated to the Company.

Note

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The accounts of all of the Company’s subsidiaries are
included in the accompanying consolidated financial
statements. All significant intercompany transactions
and balances have been eliminated. The Company’s
50% ownership of a foreign chemical manufacturing
company is accounted for by the equity method (see
Note 12).

Short-Term Investments

The Company considers its short-term investments in
equity and debt securities to be cash equivalents. Such
investments are stated at the lower of cost or market,
with an aggregate cost at December 31, 1993 of $71.8
million and a market value of $72.2 million at that date.
The aggregate cost at December 31, 1992 was $70.5
million, with a market value of $71.7 million at that
date. Net investment income is included in “Other
income {expense), net” in the Consolidated Statements
of Income, and in 1993 and 1992 included $10.9 and $2.8
million, respectively, of net realized gains from sales of
securities. The determination of cost in computing
realized gains and losses on investments is based on the
specific identification method.

In addition to the foregoing, at times the Company
holds certain common stock short positions which are
offsets against long positions in securities which are
expected, under certain circumstances, to be exchanged
or converted into the short position securities. As of
December 31, 1993 and 1992, the Company had $7.9 and
$19.1 million, respectively, of short positions in common
stocks, based on market value. With respect to securities
sold short, the Company is exposed to the risk of market
loss if the market value of the securities sold short
should increase and the anticipated exchange or
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conversion does not occur as expected. With respect to
securities held long, the Company is exposed to the risk
of market loss if the market value of securities held long
should decline.

Statement of Financial Accounting Standards
(“SFAS”) No. 115, which became effective January 1,
1994, requires that the Company recognize unrealized
gains and losses on its short-term investments as part of
current income. The cumulative effect as of January 1,
1994 of adopting SFAS No. 115 was immaterial.

Inventories

Inventories are stated at the lower of cost or market. The
LIFO (last-in, first-out) method is utilized to determine
cost for a substantial portion of the Company’s domestic
inventories. All other inventories are determined
principally based on the FIFO (first-in, first out) method.

Depreciation and Capitalized Interest

Depreciation is computed principally on the straight-
line method based on the estimated economic lives of
the assets. Certain interest charges are capitalized as
part of the cost of property, plant and equipment.

Interest Rate Swap Agreements

In connection with the issuance of the 9% Senior Notes,
the Company has entered into interest rate swap agree-
ments {"swaps”) (see Note 8). Under the terms of the
swaps, the effective interest cost to the Company is
equivalent to a rate which varies with LIBOR, and
accordingly, the Company’s periodic interest expense
for debt with respect to which swaps have been
consummated will vary depending on LIBOR. The
Company is exposed to credit loss in the event of
nonperformance by the commercial bank counterparties
to the swaps. Any gains or losses as a result of
terminating such swaps are deferred and recognized
over the remaining life of the applicable debt.

Foreign Exchange Contracts

From time to time, the Company enters into a variety of
foreign exchange instruments with off-balance-sheet
risk in order to hedge a portion of both its borrowings
denominated in foreign currency and its purchase
commitments related to the operations of foreign
affiliates. Gains and losses on instruments used to hedge
purchase commitments are deferred, and amortization
is included in the measurement of the foreign currency
transactions hedged.

Forward contract agreements require the
Company and the counterparty to exchange fixed
amounts of U.S. dollars for fixed amounts of foreign
currency on specified dates. The value of such contracts
varies with changes in the market exchange rates. The
Company is exposed to credit loss in the event of
nonperformance by the counterparties to the forward

contract agreements. However, the Company does not
anticipate nonperformance by the counterparties. The
Company does not generally require collateral or other
security to support these financial instruments.

As of December 31, 1993 and 1992, outstanding
forward foreign exchange contracts were $70.5 and $4.3
million, respectively. As of December 31, 1993 and 1992,
the amount of unrealized gain on such instruments was
immaterial.

Foreign Currency Translation

Assets and liabilities of foreign subsidiaries, other than
those located in highly inflationary countries, are
translated at year-end exchange rates. The effects of
these translation adjustments are reported in a separate
component of stockholders’ equity, “Cumulative
translation adjustment”. Income and expenses are
translated at average exchange rates prevailing during
the year. Exchange gains and losses arising from
transactions denominated in a currency other than the
functional currency of the entity involved, and
translation adjustments of subsidiaries in countries with
highly inflationary economies, are included in “Other
income {expense), net”.

Excess of Cost Over Net Assets of Businesses Acquired
Excess of cost over net assets of businesses acquired is
amortized on the straight-line method over a period of
approximately 40 years. The Company believes that the
excess of cost over net assets of businesses acquired is
recoverable based on expected future operating income
and cash flows. The primary financial indicator to assess
recoverability of goodwill is operating income before
amortization of goodwill. The assessment is based on an
undiscounted analysis.

Debt Issuance Costs

Debt issuance costs {$5.2 and $6.4 million at December
31,1993 and 1992, respectively) are included in “Other
assets” in the Consolidated Balance Sheets, and are
amortized to expense over the life of the related debt.

Research and Development

Research and development costs are charged to
operations as incurred and amounted to $21.2. $21.1
and $17.8 million for the years 1993, 1992 and 1991,
respectively.

Note

3

PROVISION FOR RESTRUCTURING

In the fourth quarter of 1993, the Company recorded a
pre-tax provision of $13.8 million, primarily related to

the Company’s cost reduction program announced in
October 1993.
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Note

4

INCOME TAXES

Income tax {provision) benefit consists of the following:

Year Ended December 31,

{Thousands) 1993 1992 1991
Federal:

Current $(29,555) $(13,648) ${14,225)

Deferred 15,726 (6,844) {2,455)

Total Federal (13,829) {20,492) {16,680)
Foreign - current (2,984) {7,181) (7,440)
State and local:

Current {(1,268) (927} (916)

Deferred 761 - -

Total state and local (507) (927) (916)
Income tax provision ${17,320) ${28,600) $(25,036)

As a result of legislation enacted in 1993 which
increased the maximum Federal corporate income tax
rate by 1%, the Company recorded a retroactive income
tax provision of $2.9 million in 1993, representing the
effect of the 1% increase in the tax rate on the
Company’s net deferred tax liability as of December 31,
1992

The differences between the income tax provision
computed by applying the statutory Federal income tax
rate to pre-tax income, and the income tax provision
reflected in the Consolidated Statements of Income are
as follows:

Year Ended December 31,
{Thousands) 1993 1992 1991
Statutory tax provision $(17,438) $(29,166) $(25,732)
Impact of:
Foreign operations 3,116 3,589 3933
Nondeductible good-
will amortization 4,849) (4,660) (4,701)
Percentage depletion 1,868 2,152 1,947
Other, net (17) {515) {483)
Income tax provision $1(17,320) $(28,600) $(25,036)

In 1992, the Company adopted SFAS No. 109, retro-
active to March 29, 1989, the date of the Acquisition.
SFAS No. 109 requires recognition of deferred tax
liabilities and assets for the expected future tax
consequences of events that have been included in the
financial statements or tax returns. The new standard
also requires that fixed assets, which were recorded at
the time of the Acquisition on a net-of-tax basis, be
reflected at their pre-tax amounts, with a corresponding
increase in deferred tax liabilities. As a result, the
Company’s depreciation expense was increased by
approximately $3.5 million per year, and its income tax
provision was decreased by approximately the same
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amount. Consequently, the adoption of SFAS No. 109
did not have a material effect on the Company’s net
income or earnings per share.

Under SFAS No. 109, deferred tax assets and
liabilities are determined based on the differences
between the tax bases and book values of assets and
liabilities, using enacted tax rates in effect for the years
in which these differences are expected to reverse. The
components of the net deferred tax liability are as
follows:

December 31,
{Thousands) 1993 1992
Deferred tax liabilities related to:
Property, plant and equipment $107,998 $106,396
Other 4,564 4,813
Total deferred tax liabilities 112,562 111,209
Deferred tax assets related to:
Expenses not yet deducted
for tax purposes {11,931 (7,725)
Deferred income {(8,276) -
Foreign tax credits not yet utilized
under the Tax Sharing Agreement (2,910) (3,621)
All other deferred tax assets {(5,518) (2,394)
Total deferred tax assets {28,635) (13,740)
Net deferred tax liability 83,927 97,469
Deferred tax assets reclassified to .
other current assets 8,584 5,066
Noncurrent deferred tax laibility $ 92,511 $102535

The Company and each of its domestic
subsidiaries have entered into an agreement (the “Tax
Sharing Agreement”) with GAF and G Industries with
respect to the payment of Federal income taxes and
certain related matters. During the term of the Tax
Sharing Agreement, the Company is obligated to pay to
G Industries an amount equal to those Federal income
taxes the Company would have incurred if, subject to
certain exceptions, the Company {on behalf of itself and
its domestic subsidiaries) filed its own separate Federal
income tax return. These exceptions include, among
others, that the Company may utilize certain favorable
tax attributes - i.e., losses, deductions and credits (except
for a certain amount of foreign tax credits and, in
general, net operating losses) - only at the time such
attributes reduce the Federal income tax liability of GAF
and its subsidiaries (the “GAF consolidated group”),
and that the Company may carry back or carry forward
its favorable tax attributes only after taking into account
current tax attributes of the GAF consolidated group. In
general, subject to the foregoing limitations, unused tax
attributes will carry forward for use in reducing
amounts payable by the Company to G Industries in
future years. Subject to certain exceptions, actual
payment for such attributes will be made by G
Industries to the Company only when GAF receives an
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actual refund of tax from the Internal Revenue Service
or, under certain circumstances, when GAF no longer
owns more than 50% of the Company. Foreign tax
credits not utilized by GAF will be refunded by G
Industries to the Company, # such credits expire
unutilized, upon the termination of the statute of
limitations for the year of expiration. The net deferred
tax liability is ultimately payable to G Industries.

Under certain circumstances, the provisions of the
Tax Sharing Agreement result in the Company having a
greater current tax liability thereunder than it would
have had if it (and its domestic subsidiaries) had filed its
own separate Federal income tax return. Moreover,
under the Tax Sharing Agreement, the Company and
each domestic subsidiary are responsible for any taxes
that would be payable by reason of any adjustment to
the tax returns of GAF or its subsidiaries, for years prior
to adoption of the Tax Sharing Agreement, relating to
the business or assets of the Company or any of its
domestic subsidiaries; in addition, the other subsidiaries
of the Company are responsible for their respective
taxes. The Tax Sharing Agreement provides for
analogous principles to be applied to any consolidated,
combined or unitary state or local income taxes. Under
the Tax Sharing Agreement, GAF makes all decisions
with respect to all matters relating to taxes of the GAF
consolidated group.

The Company and each of its domestic
subsidiaries join in the filing of a consolidated Federal
income tax return with GAF. As members of the GAF
consolidated group, the Company and each of its
domestic subsidiaries are severally liable for all Federal
income tax liabilities of every member of the GAF
consolidated group, including tax liabilities not related
to the business or assets of the Company and its
domestic subsidiaries, although the Company has been
indemnified by the other members of the GAF
consolidated group for tax liabilities not related to the
business or assets of the Company and its domestic
subsidiaries.

On January 20, 1993, Rhone-Poulenc Surfactants
and Specialties, Inc. (“RP”) filed an action against GCC
in Delaware Chancery Court (New Castle County)
seeking a declaratory judgment that RP could exercise
its alleged right to retire substantially all of GCC’s
interest in Rhone-Poulenc Surfactants and Specialties,
L.P. {the "Surfactants Partnership”) on or before May
13, 1993. The Court dismissed RP’s complaint, without
prejudice, and indicated that GCC had a “bona fide
claim” {although not finally established) against RP for
“abusive transfer pricing” and that there was a
substantial question as to RP’s good faith in seeking to
exercise its alleged right to retire GCC's interest in the
Surfactants Partnership. Notwithstanding such ruling,
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RP notified GCC that it intended to retire GCC'’s interest
in the Surfactants Partnership.

On June 4, 1993, GCC filed suit against RP in the
23rd judicial District Court of Brazoria County, Texas,
asserting claims against RP relating to the Surfactants
Partnership for breaches of fiduciary duties, breach of
contract, common law conspiracy, negligence and
seeking damages and injunctive relief. On August 4,
1993, the court issued a temporary injunction enjoining
RP from terminating GCC’s interest in the Surfactants
Partnership, and found that GCC had established both a
prima facie case supporting its claims against RP for
breach of fiduciary duty and a probable right on final
trial to a permanent injunction. While RP has filed a
notice of appeal from the temporary injunction and trial
on the merits is scheduled for July 1, 1994, the litigation
between the parties has been suspended on account of
the pendency of settlement discussions between the
parties. GCC expects to prevail in obtaining a
permanent injunction if a settlement of this matter is not
reached.

In connection with the creation of the Surfactants
Partnership, GCC recorded a deferred tax liability in the
amount of $119 million, which amount is reflected as a
liability on the consolidated balance sheet of G-I
Holdings, and has been increased to $122.5 million as a
result of the 1% increase in the Federal corporate income
tax rate enacted in 1993. In certain circumstances,
including if RP were to retire substantially all of GCC'’s
interest in the Surfactants Partnership before February
12, 1995, GCC would be required to satisfy this liability
(subject to reduction to reflect utilization of tax
attributes of the GAF consolidated group). However, as
a result of the temporary injunction, payment of this
liability is not expected earlier than December 1994
under present circumstances and, if such liability were
required to be satisfied, the GAF consolidated group
presently projects that it would pay approximately $65
million at such time after taking into account the
utilization of net operating loss carryforwards and other
favorable tax attributes. There can be no assurance that
the GAF consolidated group will not ultimately be
required to pay this tax liability as early as December
1994. G Industries has assumed, and G Industries and
GAF have agreed to jointly and severally indemnify the
Company against, such tax liability. The Company is a
member of the same consolidated group as GCC and,
subject to such indemnification, would be severally
liable for any tax liability imposed in connection with
the retirement of GCC'’s interest in the Surfactants
Partnership should GCC, G Industries and GAF be
unable to satisfy such liability. GAF has advised the
Company that, in the event the tax liability becomes
payable, GAF believes that it will have access to
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sufficient funds at that time to satisfy this liability if so
required. As of December 31, 1993, the stockholder’s
equity of G-I Holdings was a deficit of $42.6 million,
and the Company had loans payable to G-I Holdings of
$66.8 million. See Note 11 for information regarding
related party transactions.

Note

5

SALE OF ACCOUNTS RECEIVABLE

In June 1993, the Company completed a transaction
involving the sale of its domestic trade accounts
receivable (“domestic receivables”), without recourse, to
a non-affiliated third party for a maximum of $25
million ir. cash to be made available to the Company
based on eligible domestic receivables outstanding from
time to time. The effective cost to the Company {(by way
of a discount on the sale of the domestic receivables),
which totaled $.5 million in 1993, is equal to A1+/P-1
commercial paper rates plus 0.43%, and is included in
“Other income (expense), net” in the Consolidated
Statement of Income.

As of December 31, 1993, the Company had sold
$23.7 million of domestic receivables and had received
$24.3 million in proceeds. Proceeds provided to the
Company are adjusted on the fifteenth business day of
each montl,, based on domestic receivables as of the end
of the prior month. Accordingly, prior to each monthly
adjustment, the Company may have a receivable from or
payable to the purchaser of the domestic receivables. As
of December 31, 1993, the Company had a payable to the
purchaser of $.6 million, which has been netted against
“Accounts receivable, other” in the Consolidated
Balance Sheet.

Note

6

INVENTORIES

At Decermnber 31, 1993 and 1992, $48 and $40.5 million,
respectively, of domestic inventories were valued using
the LIFO method. These LIFO values were less than the
corresponding FIFO values by $.8 and $3.4 million,
respectively. Inventories consist of the following:

December 31,
{Thousands) 1993 1992
Finished goods § 66,736 % 69,991
Work in process 17,959 21,156
Raw materials and supplies 19,850 17,800
Total 104,545 108,947
Less LIFO reserve (845) (3.419)
Inventories $103,700 $105,528
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Note
7

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consists of the following:

December 31,

{Thousands) 1993 1992
Land and land improvements $ 67494 § 65326
Buildings and fixtures 74,047 71,870
Machinery and equipment 370,442 342,176
Construction in progress 69,457 50,226
Total 581,440 529,598
Less accumulated depreciation (102,926) (77,526)
Property, plant and equipment, net $478,514  $452,072
Note
8
LONG-TERM DEBT
Long-term debt consists of the following:
December 31,

(Thousands) 1993 1992
9% Senior Notes due 1999 $ 200,000  $ 200,000
Borrowings under revolving .

credit facility 127,250 252,500
Industrial revenue bond 2,400 2,970
Obligation on mortgaged property 38,125 38,125
Obligations under capital leases

{Note 17) 628 -
Total long-term debt 368,403 493,595
Less current maturities (681) (570)
Long-term debt less

current maturities $367,722  $493,025

In March 1992, two domestic subsidiaries of the
Company (the “Issuers”) issued $200 million of 9%
Senior Notes (the 9% Notes”), due 1999. The 9% Notes
are guaranteed by the Company and all of its domestic
subsidiaries {the “Subsidiary Guarantors”). The
Company used the net proceeds from the issuance of
the 9% Notes to repay $196 million of its then-existing
borrowings from G Industries. G Industries in turn
repaid a similar portion of the term loan under its then-
existing bank credit agreement.

The 9% Notes are general, unsecured obligations
of the Issuers. Upon issuance of the 9% Notes, the
previous bank credit agreement was amended, with the
Issuers assuming G Industries’ obligations under the
previous bank credit agreement, including the term loan
and the combined revolving credit/letter of credit
facility, except for obligations related to letters of credit
issued on behalf of GAF Building Materials Corporation
(see Note 11 for information in connection with affiliate
credit arrangements). In addition, all liens on assets of
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the Company securing the bank indebtedness were
released, with the result that the remaining bank
indebtedness and the 9% Notes rank pari passu.

In connection with the issuance of the 9% Notes,
the Company entered into interest rate swap agree-
ments (“"swaps”) with commercial banks in an aggregate
notional principal amount of $200 million. In 1993, the
Company terminated the swaps, resulting in gains of
$25.1 million, and entered into new swaps. The gains
were deferred and are included in “Other liabilities” in
the Consclidated Balance Sheet, and are being
amortized as a reduction of interest expense over the
remaining life of the 9% Notes. As a result of these
transactions, the effective interest cost to the Company
of the 9% Notes is now equivalent to a floating rate
equal to approximately 1.4% over LIBOR. The fair value
of the swaps at December 31, 1993 was a loss of $3.7
million, representing the estimated amount that would
be payable by the Company if the swaps were
terminated at that date.

On July 23, 1992, the Issuers, as borrowers (the
“Borrowers”), entered into a new five-year bank credit
agreement (the “Credit Agreement”) providing for a
$400 million revolving credit/letter of credit facility.
The new bank financing replaced a credit facility
formerly provided by G Industries. Borrowings under
the Credit Agreement bear interest at a floating rate
(4.08% on December 31, 1993) based on the banks’ base
rate, federal funds rate, Eurodollar rate, CD rate or a
competitive bid rate (which may be based on LIBOR or
money market rates), at the option of the Company. All
of the Borrowers’ obligations under the Credit
Agreement are guaranteed by the Company and its
other domestic subsidiaries.

As of December 31, 1993, the Company was
contingently liable under letters of credit aggregating
$9.5 million, of which $2.5 million secures amounts due
under the Company’s industrial revenue bond
obligation and $1.9 million was issued for the benefit of
affiliates of the Company. The Credit Agreement
permits the Company to make loans to affiliates and to
make available letters of credit for the benefit of
affiliates in an aggregate amount of up to $50 million; as
of December 31, 1993, $1.9 million of such amount had
been utilized for the aforementioned letters of credit.

Borrowings under the Credit Agreement are
subject to the application of certain financial covenants
contained in such agreement, which provide that (1) the
Company will not permit the ratio of its consolidated
income before income tax, interest, depreciation and
amortization expense to its consolidated interest
expense for its most recently completed four fiscal
quarters to be less than 3 to 1 for periods ending on or
before December 31, 1994 and 3.25 to 1 for periods after
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December 31, 1994 and (2) the Company will not permit
the ratio of its total consolidated indebtedness to the
sum of adjusted net worth plus total consolidated
indebtedness to be more than .55 to 1 on any date on or
prior to December 31, 1994 and .50 to 1 on any date after
December 31, 1994. As of December 31, 1993, the ratio
referred to in clause (1) of the preceding sentence was
5.05 to 1 for the four quarters ended December 31, 1993,
and the ratio referred to in clause (2) of the preceding
sentence was .42 to 1 as of December 31, 1993, and
therefore the application of the foregoing tests did not
restrict amounts available for borrowing under the
Credit Agreement. In addition, the Credit Agreement
contains additional affirmative and negative covenants,
including restrictions on permitted indebtedness,
investments, liens, dividends, and other payments or
distributions to, or other transactions with, affiliates of
the Company, and restrictions on mergers and transfers
of all or substantially all of the assets of the Company or
its subsidiaries. The Credit Agreement also provides for
a default if there is a change in control (as defined) of
the Company. A default with respect to the covenants
under the Credit Agreement or a default under certain
other indebtedness of the Company could result in the
obligations under the Credit Agreement being
accelerated.

The Credit Agreement permits the Company to
pay cash dividends and make other restricted payments
{as defined) of up to 50% of the sum of its consolidated
net income after January 1, 1992 plus the aggregate net
cash proceeds from issuance of the Company’s common
stock after July 23, 1992, provided that, after giving
effect to such dividends and restricted payments, the
ratio of the Company’s operating cash flow to fixed
charges (including cash dividends and restricted
payments) for its most recently completed four fiscal
quarters is at least 1 to 1. Such ratio for the four
quarters ended December 31, 1993 was 93 to 1. If the
ratio is lower than 1 to 1, the Company is permitted
under the Credit Agreement to pay cash dividends up
to $15 million in the aggregate. In addition, under the
indenture relating to the 9% Notes, the aggregate
amount of cash dividends and other restricted
payments made by the Company after September 30,
1991 may not exceed the sum of $50 million, 75% of the
Company’s consolidated net income (or 100% of its
consolidated net loss) on a cumulative basis since such
date and the aggregate net proceeds received by the
Company since such date for shares of its capital stock
or debt converted into shares of its capital stock. Under
the indenture relating to the 9% Notes, the aggregate
amount of cash dividends and other restricted
payments which could be made as of December 31, 1993
was $108 million. As of December 31, 1993, under the
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most restrictive of the foregoing tests, the Company
could have paid dividends in the aggregate amount of
$15 million.

The indenture governing the 9% Notes contains
affirmative and negative covenants, including
restrictions on permitted indebtedness, investments in
and loans to affiliates, dividends and other distributions
with respect to, or redemptions or acquisitions of,
capital stock of the Company and its subsidiaries,
permitted sale and lease-back transactions and asset
dispositions and mergers. A default under the
covenants in such indenture or a default under certain
other indebtedness of the Company could resuit in the
acceleration of the 9% Notes.

Neither the Credit Agreement nor the 9% Notes
are secured by any assets of the Company or its
subsidiaries. The indenture governing the 9% Notes
provides, subject to certain exceptions, that, if the
Company issues any debt secured by a lien on the stock
of certain of its subsidiaries or upon any principal
property, then such notes must be equally and ratably
secured. The Credit Agreement restricts the Company
and its subsidiaries from incurring any liens, subject to
certain exceptions relating to ordinary course
transactions, including purchase money liens securing
indebtedness of up to $35 million in the aggregate.

On October 5, 1993, G-1 Heldings issued Senior
Discount Notes due 1998. Under the indenture related
to such notes, the incurrence by the Company of
additional debt and the issuance by the Company of
preferred stock would be restricted unless, subject to
certain exceptions, the ratio of the Company’s
consolidated income before income tax, interest,
depreciation and amortization expense to its
consolidated interest expense for its most recently
completed four fiscal quarters is at least 2 to 1.

The Company believes that the fair value of its
bank indebtedness, its obligation on a mortgaged
property, and its obligation with respect to its industrial
revenue bond approximates the book value of such
obligations, for the following reasons: the interest rates
on the bank indebtedness and the mortgage debt are at
floating short-term rates and, accordingly, the fair
values of such obligations would not fluctuate with
changes in market interest rates; the Credit Agreement
also provides for adjustments to the interest rate if there
is a change in the credit rating of the Company; and the
industrial revenue bond is supported by a bank letter of
credit. With respect to the Company’s publicly traded
debt securities, although such securities are not actively
traded, the Company has obtained estimates of fair
values from an independent source believed to be
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reliable. The estimated fair value of the 9% Notes as of
December 31, 1993 and 1992 was $208.3 and $206
million, respectively.

The aggregate maturities of long-term debt as of
December 31, 1993 for the next five years are as follows:

(Thousands)

1994 $ 681
1995 721
1996 732
1997 127,995
1998 102

In the above table, 1997 maturities include the $127.3
million of borrowings outstanding under the revolving
credit facility as of December 31, 1993, based on the
expiration of the Credit Agreement in July 1997.

Note

9

BENEFIT PLANS

Eligible, full-time employees of the Company are
covered by various benefit plans, as described below.

Defined Contribution Plan

The Company provides a defined contribution plan for
eligible salaried and certain hourly employees. The
Company contributes 3% of participants’ compensation,
plus matching contributions up to an additional 4% of
compensation for participants who make voluntary
contributions. Each participant is fully vested at ali
times in the balance of his account. The aggregate
contributions made to the plan by the Company and
charged to operations were $4,896,000 for the year 1993,
$3,352,000 for the year 1992, and $2,941,000 for the year
1991.

Beginning in 1993, the Company is also
contributing fixed amounts, ranging from $50 to $750
per year depending on age, to the accounts of
participants who are not covered by a Company-
provided postretirement medical benefit plan. Such
contributions by the Company in 1993 totaled $318,000.

Defined Benefit Plans

The Company provides a noncontributory defined
benefit retirement plan for certain hourly employees
(the “"Hourly Retirement Plan”). Benefits under this plan
are based on stated amounts for each year of service.
The Company’s funding policy is consistent with the
minimum funding requirements of ERISA, plus any
additional amounts which the Company may determine
to be appropriate.
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The Company’s net periodic pension cost for the
Hourly Retirement Plan included the following
components:

Year Ended December 31,

{Thousands) T 1993 1992 1991
Service cost $ 395 $ 539 % 574
Interest cost 1,134 986 828
Actual (income) loss on

plan assets {985) 75 (450)
Net deferral and amortization

of unrecognized prior

service cost and actuarial

(gains) losses 467 (601) 72
Net periodic pension cost $1,011 $1,019 $1,024

The following table sets forth the funded status of the
Hourly Retirement Plan:

December 31,

{Thousands) 1993 1992
Accumulated benefit obligation:

Vested $ 15,030 $11,400

Nonvested 2,010 1,990
Total accumulated benefit

obligation $17,040 $13,390
Projected benefit obligation $ 17,040 $ 13,390
Fair value of plan assets,

primarily listed stocks and

U.S. Government securities (9,759) (7,341)
Projected benefit obligation in

excess of plan assets 7,281 6,049
Unrecognized prior service cost {1,934) (1,630}
Unrecognized net loss (3,099) {1,839)
Unfunded accrued pension cost ~ $ 2,248 $ 2,580

The difference of $5,033,000 between the projected
benefit obligation in excess of plan assets and the
unfunded accrued pension cost as of December 31, 1993
has been recorded by the Company as an unfunded
liability, offset by an intangible asset of $1,934,000 and a
reduction of stockholders’ equity of $3,099,000. In
accordance with SFAS No. 87, “Employers’ Accounting
for Pensions”, the foregoing amounts will be amortized
to expense over a period of approximately 15 years, as
the Company continues to fund the benefits under the
Hourly Retirement Plan, thereby eliminating the
unfunded liability, the intangible asset, and the
reduction of stockholders’ equity.

In determining the projected benefit obligation, the
weighted average assumed discount rate was 7.5% and
8.5% for 1993 and 1992, respectively. The expected long-
term rate of return on assets used in determining net
periodic pension cost was 9% for 1993 and 1992.

The Company also provides a nonqualified
defined benefit retirement plan for the benefit of certain
key employees. Expense accrued by the Company for
future obligations under this plan was $839,000 for the
year 1993, $301,000 for the year 1992, and $442,000 for
the year 1991. Employees who participate in this plan
are not entitled to have employer contributions made to
their account under the defined contribution plan.

Other Benefit Plans

GAF maintained an Equity Appreciation Plan, which
was terminated upon completion of the initial public
offering. As a result, the Company’s 1991 results reflect
a one-time charge of $3.8 million (included in “Selling,
general and administrative” expense), representing the
Company’s portion of the costs in connection with the
plan termination.

Postretirement Medical and Life Insurance

In addition to providing pension benefits, the Company
presently provides certain medical and life insurance
benefits for all retirees who were formerly hourly
employees and for certain retirees who were formerly
salaried employees. Current hourly employees may
become eligible for benefits if they reach retirement age
while working for the Company.

During 1992, the postretirement medical and life
insurance plans for salaried employees were
terminated, with certain exceptions for salaried
employees over age 55 with 10 years of service. Current
retirees who were formerly salaried employees will
maintain life insurance coverage and receive a
Company subsidy of up to $800 per year towards
medical coverage, with certain exceptions.

Effective January 1, 1992, the Company adopted
SFAS No. 106, “Employers’ Accounting for
Postretirement Benefits Other Than Pensions.” Under
SFAS No. 106, the Company is required to accrue the
estimated cost of retiree benefits, other than pensions,
during covered employees’ active service periods. The
Company previously charged the cost of these benefits
to expense as the benefits were paid.

The new accounting standard has no effect on the
Company’s cash disbursements for retiree medical and
life insurance benefits, as the Company funds these
benefits as they become payable. The cumulative effect
as of January 1, 1992 of adopting SFAS No. 106 was a
one-time charge against earnings of $7.1 million ($.07
per share), after the related income tax benefit of $3.9
million.

The following table shows the components of the
accrued postretirement health care cost liability as
included in the Consolidated Balance Sheets as of
December 31, 1993 and 1992:
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December 31,
{Thousands) 1993 1992
Accumulated postretirement
benefit cbligation:
Retirees, dependents, and .
beneficiaries eligible for benefits ~ § 9,031 $ 8,625
Active employees fully eligible
for benefits 3,019 1,077
Active employees not fully eligible
for benefits 1,279 1,388
Total accumulated
benefit obligation 13,329 11,090
Fair value of plan assets - -
Unrecognized net loss (2,495) -
Accrued postretirement benefit
liability $10,834  $11,09

The net periodic postretirement benefit cost included
the following components:

Year Ended December 31,

(Thousands) 1993 1992

Service cost $ 75 $ 133

Interest cost 1,012 915
Net periodic postretirement

benefit cost $ 1,087 $ 1,048

For purposes of calculating the accumulated post-
retirement benefit obligation, the following assumptions
were made. Retirees who were formerly salaried
employees {(with certain exceptions) were assumed to
receive a Company subsidy of $800 per year. With
respect to retirees who were formerly hourly
employees, most such retirees are subject to a $5,000 per
person lifetime maximum benefit. Subject to such
lifetime maximum, a 16% and 10% annual rate of
increase in the Company’s per capita cost of providing
medical benefits was assumed for 1994 for such retirees
under and over age 65, respectively. To the extent that
the lifetime maximum benefits have not been reached,
the foregoing rates were assumed to decrease gradually
to 7% and 6%, respectively, by the year 2003 and remain
at that level thereafter. The weighted average discount
rate used in determining the accumulated post-
retirement benefit obligation was 7.5% and 8.5% for
1993 and 1992, respectively.

The health care cost trend rate assumption has an
effect on the amounts reported. To illustrate, increasing
the assumed health care cost trend rates by one percent-
age point in each year would increase the accumulated
postretirement benefit obligation as of December 31,
1993 by $923,000 and the aggregate of the service and
interest cost components of the net periodic post-
retirement benefit cost for the year 1993 by $143,000.

INTERNATIONAL SPECIALTY PRODUCTS INC

Note

10

Stock OPTION PLAN

The 1991 Incentive Plan for Key Employees (the “1991
Incentive Plan”) authorizes the grant of options to
purchase a maximum of 3,000,000 shares of the
Company’s common stock. Options may be either
options intended to be “incentive stock options” within
the meaning of Section 422 of the Internal Revenue
Code ("Code”) or “nonqualified” stock options for
purposes of the Code. The exercise price of options
granted must be at least equal to the Fair Market Value
(as defined in the 1991 Incentive Plan) of such shares on
the date of grant. Options may not be exercised during
the first year after the date of grant. Thereafter, each
option becomes exercisable as to 20%, 40%, 60%, 80%
and 100% of the shares subject thereto on each of the
first through the fifth anniversaries of the date of grant.
Special vesting rules apply to options granted to non-
employee directors.

In 1993, the Company extended an offer to holders
of outstanding stock options, allowing such holders to
exchange their existing options for a lesser number of
new options. As a result, 1,177,518 options with exercise
prices ranging from $7.25 to $14.00 were exchanged for
667,029 new options with an exercise price of $6.75.

The following is a summary of transactions
pertaining to the 1991 Incentive Plan:

{Number of Shares) 1993 1992 1991
Outstanding January 1 1,883,649 836,248 -
Granted 825,509 1,064,322 836,248
Exercised - - -
Exchanged {1,177,518) - -
Terminated (302,676) {16,921) -
Outstanding December 31 1,228,964 1,883,649 836,248
At December 31:

Exercisable 151,118 164,238 -

Available for grant 1,771,036 1,116,351 2,163,752
Option Price Range Per Share:

Outstanding $ 675 $11.625- % 1225

$1400 $ 1400

Note
11

RELATED PARTY TRANSACTIONS

Building Materials Corporation of America (“BMCA"),
an indirect subsidiary of G-I Holdings, acquired the
operating assets and certain liabilities of GAF Building
Materials Corporation (“GAF-BMC"), an indirect
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subsidiary of G-1 Holdings, as of January 31, 1994. The
information below retroactively reflects the formation of
BMCA as of the beginning of the periods presented.
BMCA has been for many years a major customer for
the Company’s mineral products. In 1993, BMCA
purchased approximately $43.5 million of mineral
products from the Company, representing
approximately 8% of the Company’s total net sales and
approximately 54% of the Company’s net sales of
mineral products. Such sales by the Company to BMCA
totaled $41.4 and $30.7 million for the years 1992 and
1991, respectively. Sales to BMCA were made under a
supply contract which expired on December 31, 1993,
pursuant to which BMCA had agreed to purchase from
the Company all of its colored mineral products
requirements, except for the requirements of its
California roofing plant. Although such contract has
expired, BMCA has continued to purchase, and the
Company intends to continue to supply to BMCA, all
such requirements. The Company and BMCA intend to
enter into a new long-term supply contract in 1994.

The receivable from BMCA for sales of mineral
products at December 31, 1993 and 1992 was $2.4 and
$3.6 million, respectively.

Pursuant to a Management Agreement, which
expires in May 1994, the Company provides certain
general management, administrative, and facilities
services to BMCA and GAF Broadcasting Company,
Inc., a subsidiary of G Industries (“Broadcasting”).
Charges by the Company for providing such services
aggregated $4.8, $4.5 and $4.3 million for the years 1993,
1992 and 1991, respectively, and are reflected as
reductions of “Selling, general and administrative”
expense. Such charges were reduced to an annual rate
of $4.4 million, effective January 1, 1994, to reflect
reduced costs to the Company of providing such
services and can be further adjusted by amendment if
there is a substantial change in the cost to the Company
of providing such services. In addition to the manage-
ment services charge, BMCA paid approximately $.7,
$.7 and $.5 million to the Company in 1993, 1992 and
1991, respectively, primarily for telecommunications
and information services, which were not encompassed
within the Management Agreement.
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Under the Management Agreement, in the event
the Company provides services to BMCA or Broad-
casting substantially greater than those provided in the
past, the Company will be reimbursed for the increased
costs of providing such services. In addition, the
Management Agreement provides that the parties may
pay certain of each other’s expenses for their mutual
administrative convenience until such time as such
expenses can be directly billed or charged to the party
which incurred them, so long as each party which
incurs such expenses promptly reimburses the party
which pays the costs thereof.

The Company, BMCA, and Broadcasting intend to
enter into 2 new long-term management agreement in
1994.

See Note 4 for a discussion of the Tax Sharing
Agreement.

Under the terms of its revolving credit facility, the
Company or any of its subsidiaries may in its discretion
{but shall not be obligated to) make loans to affiliates,
and provide letters of credit issued for the benefit of
such affiliates, up to an aggregate amount not to exceed
850 million outstanding at any time (see Note 8).

The Company and its subsidiaries also borrow
from G-I Holdings and its subsidiaries from time to
time at the same rates available to the Company under
its revolving credit facility. Such borrowings outstand-
ing at December 31, 1993 and 1992 totaled $66.8 and
$20.5 million, respectively.
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Note
12
INVESTMENT IN JOINT VENTURE
Financial data presented below pertain to GAF-Hiils The results of this joint venture are accounted for by the
Chemie GmbH (“GAF-Hiils”), a joint venture between equity method. As of December 31, 1993, $2.7 million of
the Company and Hiils Aktiengesellschaft, which the Company’s retained earnings represented
operates a chemical manufacturing plant in Germany. undistributed earnings of GAF-Hiils.
Year Ended December 31,
{Thousands) 1993 1992 1991
Income Statement data:
Revenues: From the Company $ 6233 $ 10,541 $ 14,895
From others 78,627 88,886 89,326
Total revenues 84,860 99,427 104,221
Costs and expenses 77,011 75,517 78,611
Operating income $ 7,849 $ 23910 $ 25,610
Net income of GAF-Hiils $ 4,095 $ 11,045 $ 16,621
Equity of the Company in earnings of GAF-Hiils $ 2,051 $ 599 $ 7.8%

Cash Flow data:
Cash provided by operating activities:

Net income $ 4,095 $ 11,045 $ 16,621
Depreciation/amortization 5,483 5,375 4,389
Working capital changes (4,794) 6,637 3,028
Other, net (1,486) {(1,709) (140)
Total 3,298 21,348 23,898
Cash used in investing activities:
Capital expenditures (1,180) (2,861) {576}
Cash used in financing activities:
Dividends paid (10,756) (14,318} (22,788)
Other, net (1,699) (1,677) {361)
Total (12,455) (15,995) (23,149)
Net change in cash and cash equivalents $ (10,337) $ 2,492 $ 173
Dividends received by the Company from GAF-Hiils $ 5377 $ 7,158 $ 11403
December 31,
1993 1992 1991
Balance Sheet data:
Current assets $ 40,820 $ 51,047 $ 53,611
Noncurrent assets 43,813 51,274 57,137
Total Assets $ 84,633 $ 102,321 $ 110,748
Current liabilities $ 6,776 $ 11,460 $ 9879
Noncurrent liabilities 12,877 14,634 16,357
Total Liabilities $ 19,653 $ 26,094 $ 26236
Net assets of GAF-Hiils $ 64,980 $ 76,227 $ 84512
Equity of the Company in net assets of GAF-Hils $ 32,308 $ 37,938 $ 41,588
Effect of translation adjustments on the
Company’s investment in GAF-Hiils $ (2,304) $ (2,488) $ 1,010
37
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Note

13

BUSINESS SEGMENT INFORMATION

-

Year Ended December 31,

{Millions) 1993 1992 1991
Net sales:
Specialty Derivative Chemicals $ 4345 $ 4355 $ 4114
Mineral Products* 81.3 101.9 854
Other 325 33.4 290
Net sales $ 5483 $ 5708 $ 5258
Operating income:
Specialty Derivative Chemicals $ 598 $ 781 $ 990
Mineral Products 16.9 276 20.7
Other 2.2 20 22
Provision for restructuring™* (13.8) - -
Total operating income $ 651 $ 1077 $ 1219
Identifiable assets:
Specialty Derivative Chemicals $ 9726 $ 1,008 $ 9636
Mineral Products 161.5 164.6 161.6
Other 109.2 97.7 26.0
Total assets $ 1,243.3 $ 1,270.4 $ 11512
Capital expenditures and acquisitions:
Specialty Derivative Chemicals $§ 545 $ 630 $ 297
Mineral Products 83 74 45
Other 0.1 0.1 02
Total $ 629 $ 705 5 344
Depreciation:
Specialty Derivative Chemicals $ 221 $ 19.7 $ 17.9
Mineral Products 6.2 55 4.9
Other 0.4 0.4 0.4
Total $ 287 $ 256 $ 232

* Includes sales to BMCA of $43.5, $41.4 and $30.7 million for the years 1993, 1992 and 1991, respectively.
** On a segment basis, the provision for restructuring (see Note 3) relates to Specialty Derivative Chemicals {$11.8 million),
Mineral Products (3.3 million), and Other ($1.7 million).
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Note

14

GEOGRAPHIC INFORMATION

Results set forth below for foreign operations represent sales and operating income of foreign-based subsidiaries.

Year Ended December 31,

(Millions) 1993 1992 1991
Net sales:
Domestic operations* $ 2868 $ 345 $ 2780
Europe™* 167.7 188.1 173.9
Asia-Pacific 69.3 57.0 53.1
Other foreign operations 24.5 212 20.8
Net sales $ 548.3 $ 5708 $ 5258
Operating income:
Domestic operations $ 269 $ 521 $ 638
Europe 35.7 43.6 46
Asia-Pacific 13.2 98 11.0
Other foreign operations 31 2.2 ' 25
Provision for restructuring*** (13.8) - -
Operating income 65.1 107.7 1219
Equity in earnings of joint venture 21 6.0 7.9
Interest expense and other, net (17.9) (27.9) (54.1)
Income before income taxes and cumulative effect of accounting change $ 498 $ 858 $ 757
Identifiable assets:
Domestic operations $1,091.2 $1,1124 $ 9986
Europe**** 118.5 125.6 1254
Asia-Pacific 24.9 206 185
Other foreign operations 8.7 11.8 87
Total assets $1,243.3 $1,2704 $1,1512

* Net sales-domestic operations excludes sales by the Company’s domestic subsidiaries to foreign-based subsidiaries of
$113.6, $118.5 and $107.9 million for 1993, 1992 and 1991, respectively.
** Net sales-Europe excludes sales by the Company’s European subsidiaries to domestic and other foreign-based subsidiaries of
$7.2, $13.1 and $13.6 million for 1993, 1992 and 1991, respectively.
*** On a geographic basis, the provision for restructuring (see Note 3) relates to domestic operations {($7.6 million), Europe
($5.7 million), Asia-Pacific (3.4 million), and other foreign operations {$.1 million).
**** Identifiable assets-Europe include the Company’s 50% ownership of GAF-Huils.
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Note

15

GUARANTOR FINANCIAL DATA (for the Issuers and the Subsidiary Guarantors)

As described in Note 8, the 9% Notes are guaranteed by constitute all of the domestic subsidiaries of the

the Company and the Subsidiary Guarantors. Presented Company. Financial information for the Company’s
below is combined condensed financial information for foreign subsidiaries, including its investment in GAF-
the Issuers and the Subsidiary Guarantors, which Hiils, is reflected in the following financial information
together are interdependent and with their subsidiaries by the equity method of accounting.

CoMBINED CONDENSED STATEMENTS OF INCOME

For the Issuers and the Subsidiary Guarantors

Year Ended December 31,

(Millions) 1993 1992 1991
Net sales $ 4004 $ 4230 $ 3859
Costs and expenses:

Cost of products sold 276.0 274.4 235.0

Selling, general and administrative 83.6 828 733

Provision for restructuring 7.6 -~ -

Goodwill amortization 13.9 137 138

Total costs and expenses 381.1 3709 3221
Operating income 193 52.1 63.8
Interest expense 244) (30.1) {52.0)
Equity in income from foreign subsidiaries and 50% owned joint venture 310 413 49.3
Other income, net 20.9 15.7 7.1
Income before income taxes and cumulative effect of accounting change 46.8 79.0 68.2
Income taxes {17.2) {21.8) {17.6)
Income before cumulative effect of accounting change 29.6 57.2 506
Cumulative effect of change in accounting for postretirement

benefits other than pensions, net of related income tax benefit - (7.1) -
Net income $ 296 $ 501 $ 506
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CoOMBINED CONDENSED BALANCE SHEETS

For the Issuers and the Subsidiary Guarantors

INTERNATIONAL SPECIALTY PRODUCTS INC.

December 31,
(Millions) - 1993 1992
Assets
Current Assets:
Cash and short-term investments $ 728 $ 707
Accounts receivable, net 34 318
Inventories 713 66.7
Other current assets 12.5 10.5
Receivable from related parties, net - 8.2
Total Current Assets 160.0 187.9
Property, plant and equipment, net 449.9 427.2
Excess of cost over net assets of businesses acquired, net 457.1 470.9
Advances to and equity in investment in foreign subsidiaries and 50% owned joint venture 123.9 1346
Other assets 24.2 264
Total Assets $ 12151 $ 12470
Liabilities and Stockholders’ Equity
Current Liabilities:
Short-term debt $ 127 $ -
Current maturities of iong-term debt 0.7 0.6
Loan payable to related party 66.8 205
Accounts payable 26.0 248
Accrued liabilities 37.0 28.1
Payable to related parties, net 3.6 -
Income taxes - 9.5
Total Current Liabilities 146.8 835
Long-term: debt less current maturities 367.7 4930
Deferred income taxes 92.5 102.5
Other liabilities 74.1 51.0
Stockholders’ Equity 534.0 517.0
Total Liabilities and Stockholders’ Equity $ 1,215.1 $ 1,247.0
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COMBINED CONDENSED STATEMENTS OF CASH FLOWS

For the Issuers and the Subsidiary Guarantors

Year Ended December 31,

{Millions) - 1993 1992 1991
Cash and short-term investments, beginning of year $ 707 $ 01 $ 50
Cash provided by operating activities:
Net income 29.6 50.1 50.6
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 268 239 220
Goodwill amortization 13.9 137 138
Cumulative effect of accounting change - 7.1 -
Provision for restructuring 7.6 - -
Deferred income taxes (13.2) 6.8 25
{Increase) decrease in working capital items {5.6) (7.4) {8.3)
Change in advances to and equity in investment in foreign subsidiaries
and 50% owned joint venture 10.7 (11.7) {27.1)
(Increase) decrease in net receivable from/payable to related parties 10.2 (3.0 (1.7)
Change in cumulative translation adjustment {6.3) {10.2) (0.2)
Other, net 44 {6.4) {13.0)
Net cash provided by operating activities 78.1 62.9 386
Cash used in investing activities:
Capital expenditures and acquisitions (54.0) (61.4) (30.7)
Cash provided by (used in) financing activities:
Proceeds from sale of accounts receivable 24.3 - -
Proceeds from termination of interest rate swap agreements 25.1 - -
Proceeds from initial public offering - - 2813
Increase in short-term debt 12.7 - Co-
Increase {decrease) in long-term debt, net (125.8) 60.5 {291.7)
Loan from related party 46.3 20.5 -
Financing fees and expenses {0.2) 6.9) -
Dividends and distributions 5.0 (5.0) (27.6)
Capital contribution by parent company - - 25.2
Other, net 0.6 - -
Net cash provided by (used in) financing activities 22.00 69.1 (12.8)
Net change in cash and short-term investments 21 706 49)
Cash and short-term investments, end of year $ 728 $ 707 $ 01

The advances to and equity in investment in foreign
subsidiaries and 50% owned joint venture and the
related equity in income from foreign subsidiaries and
50% owned joint venture include the net assets and
operating results, respectively, of the Company’s wholly
owned foreign subsidiaries and its 50% owned joint
venture, GAF-Hiils (see Note 12). Domestic operating
income includes $25, $24.1 and $28.9 million of profits
on sales made by the Company’s domestic subsidiaries
to its foreign-based subsidiaries for the years 1993, 1992
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and 1991, respectively. Profits earned on sales to the
foreign-based subsidiaries which were included in the
foreign-based subsidiaries’ inventories at the end of
each period have been eliminated from domestic
operating income and from advances to and equity in
investment in foreign subsidiaries.

Dividends received from foreign-based
subsidiaries and GAF-Hiils aggregated $43.9, $36.1 and
$40.1 million for the years 1993,1992 and 1991,
respectively.
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Note
16

ACQUISITIONS

In March 1992, the Company acquired the Van Dyk
worldwide personal care business (“Van Dyk”). Van
Dyk is a leading producer of ultraviolet absorber
chemicals, pearlescent pigments, emollients and
emulsifiers. The acquisition was financed from bank
borrowings and was accounted for under the purchase
method of accounting. Accordingly, the purchase price
was allocated to the estimated fair values of the
identifiable net assets acquired. The results of Van Dyk,
including sales of $22.5 million for the year 1992, are
included in the Consolidated Statements of Income from
the date of acquisition; the effect was not material to
consolidated operations in 1992,

In February 1993, the Company acquired the MTM
fine chemicals business, which produces a broad range
of pharmaceutical intermediates, biological buffers and
pheromones and several bulk active pharmaceuticals.
The acquisition, which was financed by bank
borrowings, was accounted for under the purchase
method of accounting. Accordingly, the purchase price
was allocated to the estimated fair values of the
identifiable net assets acquired. The results of MTM are
included in the Consolidated Statement of Income from
the date of acquisition, the effect was not material to
consolidated operations in 1993.

Note

17

CoMMITMENTS AND CONTINGENCIES

GAF, G-I Holdings, G Industries and GCC are presently
dependent upon the earnings and cash flow of their
subsidiaries (including the Company) in order to satisfy
obligations as of December 31, 1993 in the amount of
$410.6 million of 11.125% Senior Discount Notes due
October 1998, the asbestos-related claims discussed
below, certain potential tax liabilities discussed in Note
4, and approximately $104 million of various other
liabilities. In the event that such parent corporations
were unable to meet their cash needs from sources other
than the Company, they might take various actions,
including, among other things, seeking to cause the
Company to make distributions to stockholders by
means of dividends or otherwise or to make loans to
parent corporations, or to cause GCC to sell shares of
the Company’s common stock. The Company does not
believe that the dependence of its parent corporations
on the cash flows of their subsidiaries should have a
material adverse effect on the operations, liquidity or
capital resources of the Company.
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Asbestos Litigation Against GAF

GAF has advised the Company that, as of December 31,
1993, GAF had been named as a defendant in
approximately 53,000 pending lawsuits involving
alleged health claims relating to the inhalation of
asbestos fiber, having resolved approximately 156,000
other lawsuits involving similar claims, and as a co-
defendant in approximately 23 pending lawsuits
alleging economic and property damage or other
injuries in schools or public and private buildings
caused, in whole or in part, by what is claimed to be the
present or future need to remove asbestos material from
those premises.

The reserve of GAF and G-I Holdings for asbestos
bodily injury claims, as of December 31, 1993, was
approximately $311.1 million (net of estimated
recoveries from products liability insurance policies of
approximately $280 million and after having discounted
certain liabilities), before related deferred tax benefits of
approximately $121 million. GAF and G-I Holdings
have advised the Company that certain components of
the asbestos-related liability have been reflected on a
discounted basis in their financial statements, and that
the aggregate undiscounted liability as of December 31,
1993 was $362.5 million. As of such date, G-I Holdings’
stockholder’s equity was a deficit of $42.6 million.

GAF’s and G-I Holdings’ estimate of liability for
asbestos claims is based on the Settlement described
below being approved and on assumptions which
relate, among other things, to the number of new cases
filed, the cost of resolving {either by settlement or
litigation or through the mechanism established by the
Settlement) pending and future claims, the realization of
related tax benefits, the favorable resolution of pending
litigation against certain insurance companies and the
amount of recoveries from various insurance
companies.

On January 15, 1993, the members of the Center for
Claims Resolution (the “CCR"), a non-profit
organization of asbestos defendants including GAF,
entered into a class-action settlement agreement (the
“Settlement”) to resolve all future asbestos bodily injury
claims (other than claims of those persons who “opted
out” of the class by January 24, 1994) against GAF and
other members of the CCR. The Settlement, if approved
and effective, would operate to limit GAF's liability for
future asbestos claims to persons who do not “opt out”
of the Settlement by placing a dollar limit on awards
and a limit on the number of claims that will be paid to
such persons in any one year over the first ten years of
the Settlement.

GAF and G-I Holdings have advised the Company
that they believe that their reserves, which reflect the
discounting of a portion of the liabilities, adequately
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reflect their asbestos-related liabilities. GAF and G-I
Holdings have also advised the Company that they
anticipate that substantially all the payments in
connection with GAF’s and G-I Holdings’ liability
relating to asbestos bodily imjury claims will be made by
the end of the year 2004, and that, while they are unable
to estimate the amount of liability with respect to claims
to be resolved after such period, they believe that GAF
will resolve, prior to that time, substantially all the court
cases currently pending against it, and that it will
further resolve substantially all the claims filed under
the Settlement on a relatively current basis, so that the
number of claims pending against GAF at the end of
such period will be substantially diminished from
current levels. GAF and G-I Holdings have advised the
Company that, as a result of these and other factors,
they believe that the resolution of any claims after such
period will not have a material adverse effect on their
respective financial positions or results of operations.
Neither the Company nor the assets or operations
of the Company, which was operated as a division of a
corporate predecessor of GAF prior to July 1986, have
been employed in the manufacture or sale of asbestos
products. The Company believes that it should have no
legal responsibility for damages in connection with
asbestos-related claims, but the Company cannot
predict whether any such claims will be asserted against
it or the outcome of any litigation related to such claims.
In addition, should GAF be unable to satisfy judgments
against it in asbestos-related lawsuits, its judgment
creditors might seek to enforce their judgments against
the assets of GAF, including its indirect holdings of
common stock of the Company, and such enforcement
could result in a change of control of the Company.

Environmental Litigation

The Company, together with other companies, is a party
to a variety of administrative proceedings and lawsuits
involving environmental matters (“Environmental
Claims”) under the Comprehensive Environmental
Response Compensation and Liability Act (“CERCLA™)
and similar state laws, in which recovery is sought for
the cost of cleanup of contaminated waste disposal sites.
A number of the Environmental Claims are in the early
stages and others have been dormant for protracted
periods.

At each site, the Company anticipates, although
there can be no assurance, that liability will be
apportioned among the companies found to be
responsible for the presence of hazardous substances at
the site. Although it is difficult to predict the ultimate
resolution of these claims, based on the Company’s
evaluation of the financial responsibility of the parties
involved and their insurers, the merits of the defenses of
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the Company and other parties and the nature and
terms of cost sharing arrangements now in place among
the potentially responsible parties, the Company
estimates that its liability in respect of all Environmental
Claims, as of December 31, 1993, will be approximately
$17.2 million. After a reduction for anticipated
insurance recoveries {discussed below) of $7 millicn, the
Company estimates that its net liability will be
approximately $10.2 million.

Although the Company believes it is entitled to
substantially full defense and indemnity under its
insurance policies for all Environmental Claims, the
Company’s insurers have not affirmed a legal obligation
under the policies to provide indemnity for the matters
discussed above. Nevertheless, the insurers have
agreed to reimburse the Company for a substantial
portion of its indemnity obligations in a number of these
cases and the Company has also reached agreements
with certain of its insurers regarding the Company’s
defense costs and other related expenses and, pursuant
to these agreements, certain insurers are currently
paying a portion of the Company’s defense costs. After
considering the relevant legal issues, prevailing
commercial practice in the resolution of similar claims
and the agreements discussed above, the Company
believes that it is probable that it will receive the
anticipated insurance recoveries, although there can be
no assurance in this regard.

In the opinion of the Company’s management, the
environmental matters referred to herein will be
resolved and amounts will be paid gradualiy over a
period of years and, accordingly, the resolution of such
matters should not be material to the business, liquidity
or financial position of the Company. However,
adverse decisions or events, particularly as to the merits
of the Company’s factual and legal defenses to liability
and the financial responsibility of the other parties
involved at each site, could cause the Company to
increase its estimate of its liability in respect of such
matters. [t is not currently possible to estimate the
amount or range of any additional liability.

In jJune 1989, the Company entered into a Consent
Order with the New Jersey Department of
Environmental Protection and Energy requiring the
development of a remediation plan for its closed
Linden, New Jersey plant and the maintenance of
financial assurances {currently $7.5 million) to
guarantee the Company’s performance. The
remediation required by the order encompasses the
following: (1) the elimination of water-borne
contaminant migration from the site at an estimated
cost, as of December 31, 1993, of approximately $5.7
million ($1.1 million after anticipated insurance
recoveries) and (2) the creation of a site development
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plan to deal with soil contamination. Although no
assurances can be given and the site development plan
has not been developed, the Company believes that the
soil remediation requirements will be met through land
use and access controls and ~therefore, that the majority
of the costs will be spent in connection with the site
development plan. The Company believes that any
remaining costs, such as that of long-term monitoring,
will not be material.

The Company estimates that capital expenditures
necessary in order to maintain the Company’s
compliance with environmental laws and regulations
will be approximately $3.5 and $3.9 million in 1994 and
1995, respectively. The Company believes that its
manufacturing facilities comply in all material respects
with applicable environmental laws and regulations,
and, while it cannot predict whether more burdensome
requirements will be adopted in the future, it believes
that any potential liability for such compliance will not
materially affect its business, liquidity or financial
position.

Lease Commitments

Leases for certain equipment at two of the Company’s
mineral products plants are accounted for as capital
leases and are included in “Property, plant and equip-
ment, net”, at December 31, 1993 in the amount of $.6
million. The Company also has operating leases for
transportation, production and data processing
equipment and for various buildings. Future minimum
lease payments for properties which were held under
long-term noncancelable leases as of December 31, 1993
were as follows:

45

INTERNATIONAL SPECIALTY PRODUCTS INC

Capital Operating
{Thousands) Leases Leases
1994 $ 162 $ 2,324
1995 162 2,122
1996 162 1,650
1997 162 B66
1998 121 167
Later years - 2
Total minimum payments 769 $ 7,131
Less interest included above 141
Present vaiue of net
minimum lease payments $ 628

Other Commitment

The Company intends to construct a European
manufacturing facility to meet the needs of the
Company’s European business. The Company is
currently considering a number of alternative plant sites
and plans to develop the facility in stages over a four-to-
six year period. The Company anticipates utilizing
internally generated funds and/or independent
financing to fund the cost of the project. The first phase
of the European plant would increase the Company’s
polymer capacity.
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To International Specialty Products Inc.:

We have audited the accompanying consolidated
balance sheets of International Specialty Products Inc. {a
Delaware corporation and an 80.6% owned subsidiary
of GAF Chemicals Corpoeration) and subsidiaries as of
December 31, 1992 and 1993, and the related
consolidated statements of income, stockholders’ equity
and cash flows for each of the three years in the period
ended December 31, 1993. These financial statements
are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with
generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain
reasonable assurance about whether the financial
statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting
principles used and significant estimates made by
management, as well as evaluating the overall financial

46

INTERNATIONAL SPECIALTY PRODUCTS INC.

LR

statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to
above present fairly, in all material respects, the
financial position of International Specialty Products
Inc. and subsidiaries as of December 31, 1992 and 1993,
and the results of their operations and their cash flows
for each of the three years in the period ended
December 31, 1993, in conformity with generally
accepted accounting principles.

As discussed in Note 9 to the consolidated
financial statements, effective January 1, 1992, the
Company changed its method of accounting for
postretirement benefits other than pensions.

b Crdlarant &,

Arthur Andersen & Co.
Roseland, New Jersey
March 8, 1994
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sl INTERNATIONAL SPECIALTY PRODUCTS INC.
.%yyzlemm&wzy @a[a/ (unaudited)

thrfe)c/z %zaf/‘zad/ @a[a (unaudited)
7

~ 1993 By Quarter 1992 By Quarter
{Millions, except per share amounts) First Second Third  Fourth First  Second Third  Fourth
Net sales $146.2 $148.2 $129.3 $124.6 $142.1 $151.8 $1423 $13M6
Cost of products sold 89.4 83.1 77.2 79.8 79.4 834 755 B86.6
Gross profit $ 568 $ 651 $ 521 § 448 $ 627 % 684 $ 668 § 480
Operating income (loss)* $ 214 $ 283 $ 177 § Q3) $ 313 % 341 % 316 % 107
Income (loss) before income taxes and
cumulative effect of accounting change $176 8 225 § 151 § (54) $ 258 $ 280 $ 274 % 46
Income taxes:
Annual (provision) benefit 6.1) (7.9) (5.3) 20 {8.7) (9.5) 9.2) (1.2)
Adjustment of deferred tax
hability for change in tax rate - - (2.9) - - - - -

Income (loss) before cumulative effect

of accounting change 11.5 14.6 6.9 (3.4) 17.1 18.5 18.2 3.4
Cumulative effect of change in

accounting for postretirement benefits

other than pensions, net of related

income tax benefit - - - - (7.1} - - -

Net incorne (loss) $ 115 5 146 $ 69 $§ (34) $ 100 % 185 § 182 $ 34

Earnings per common share**:
Income (loss) before cumulative effect

of accounting change $ .12 §$ 15 $ .07 § (03) $ 17 $ 19 $ 18 §$ .03
Cumulative effect of accounting change - - - - (.07) - - C-
Net income {loss) $ 12 $ 15 § 07 § (.03) $ 10 % 19 $ 18 $ .03

* The Company recorded a $13.8 million pre-tax provision for restructuring in the fourth quarter of 1993 (see Note 3 of Notes to
Consolidated Financial Statements).

** In accordance with the provisions of APB Opinion No. 15, earnings per share are calculated separately for each quarter and the
full year. Accordingly, annual earnings per share will not necessarily equal the total of the quarters.

MARKET For COMMON STOCK

The following information pertains to the Company’s common stock, which is traded on the New York Stock
Exchange. As of March 4, 1994, there were 408 holders of record of the Company’s outstanding common stock.

1993 By Quarter 1992 By Quarter

{Dollars) First Second Third Fourth First  Second Third  Fourth
Price Range of Common Stock:

High $ 9% $ 7% $ 7w $ 7% $15% $125% $13%  $13n

Low 5% 6% (3% &Yy 10 34 9% 10 74 834

Cash Dividends Per Common Share - $ 025 - $ .025 - $ .025 - $ .025

The Company currently pays a semi-annual dividend of 2.5 cents per share. The declaration and payment of dividends
is at the discretion of the Board of Directors of the Company. See Management’s Discussion and Analysis of Financial
Condition and Results of Operations and Note 8 of Notes to Consolidated Financial Statements for information
regarding restrictions on the payment of dividends. The timing and amount of dividends paid is dependent upon,
among other things, the Company’s results of operations, financial condition, cash requirements, prospects and other
factors deemed relevant by the Board of Directors. Accordingly, there can be no assurance that the Board of Directors
will declare and pay dividends or as to the amounts thereof.

Y 214

G-I_EPAO008666




Beoard of Lirectors and Cfficens

BOARD OF DIRECTORS

Mark A. Buckstein

Executive Vice President,

General Counsel and Secretary,
International Specialty Products Inc.

Charles M. Diker
Chairman of the Board,
Cantel Industries Inc.

Carl R. Eckardt

President and

Chief Operating Officer,
International Specialty Products Inc.

Harrison J. Goldin
Partner,
Goldin Associates, L.P,

Samuel J. Heyman

Chairman of the Board and

Chief Executive Officer,
International Specialty Products Inc,

Sanford Kaplan
Private Investor

Burton J. Manning
Chairman and Chief Executive Officer,
J. Walter Thompson Company

OFFICERS

Samuel J. Heyman
Chairman of the Board and
Chief Executive Officer

Car] R, Eckardt
President and
Chief Operating Officer

Mark A. Buckstein
Executive Vice President,
General Counsel and Secretary

James J. Conway

Senior Vice President and
General Manager,
Specialty Chemicals

Richard B. Olsen
Senior Vice President and
Chief Financial Officer

James P. Rogers
Senior Vice President, Finance
and Treasurer

James ]J. Strupp

Senior Vice President,
Human Resources
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Paul J. Aronson
Vice President, Taxes

Arthur Dresner
Vice President, Licensing
and Advanced Materials

T. H. King

Vice President and
General Manager,
Mineral Products

Mark A. Presto

Vice President and
Assistant Treasurer
Jonathan H. Stern

Vice President and
Controller
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bernational @9/93606(1/@ Droduwcts Locations

UNITED STATES

MANUFACTURING

Alabama, Huntsville
Kentucky, Calvert City = ~
Missouri, Annapolis

New Jersey, Belleville

New Jersey, Chatham

Ohio, Columbus
Pennsylvania, Blue Ridge Summit
Tennessee, Memphis

Texas, Seadrift

Texas, Texas City
Wisconsin, Pembine

R&D

Alabama, Huntsville
Kentucky, Calvert City
Maryland, Hagerstown
New Jersey, Belleville
New Jersey, Chatham
New Jersey, Wayne
Texas, Texas City

SALEs

California, Irvine
Illinois, Lombard
Maryland, Hagerstown
New Jersey, Belleville
New Jersey, Bridgewater
New Jersey, Chatham

New Jersey, Wayne
North Carolina, Charlotte
Tennessee, Memphis
Texas, Dallas

INTERNATIONAL

MANUFACTURING

Belgium, Sint-Niklaas

Brazil, Sao Paulo

Canada, Mississauga, Ontario
Singapore, Tuas

R&D

Belgium, Sint-Niklaas
Germany, Cologne

Great Britain, Guildford
Singapore, Science Park

SALES

Argentina, Buenos Aires
Australia, Box Hill, Victoria
Australia, Silverwater, N.S.W.
Austria, Vienna

Belgium, Sint-Niklaas

Brazil, Sac Paulo

Canada, Mississauga, Ontario
Canada, Ville St. Laurent, Quebec - -
China, Beijing”

China, Shanghai

Denmark, Copenhagen

ANNUAL MEETING

Finland, Helsinki
France, Paris

Germany, Frechen
Great Britain, Guildford
Great Britain, Manchester
Hong Kong

Hungary, Budapest
Ireland, Dublin

Italy, Milan

Japan, Osaka

Japan, Tokyo

Korea, Seoul

Mexico, Mexico City
Netherlands, Schiedam
New Zealand, Otahuhu
Norway, Oslo

Puerto Rico, Rio Piedras
Russia, Moscow
Singapore, Southpoint
Spain, Barcelona
Sweden, Johanneshov
Switzerland, Zug
Taiwan, Taipei
Thailand, Bangkok
Turkey, Istanbul
Venezuela, Caracas

AFFILIATE
GAF-Hiils Chemie GmbH
Germany, Marl

STOCK TRANSFER AGENT AND REGISTRAR

The 1994 Annual Meeting of Shareholders is scheduled The Bank of New York
to be held at 10 a.m., Tuesday, May 31, at: 101 Barclay Street
The Bank of New York New York, New York 10007
48 Wall Street, 11th Floor (800) 524-4458
New York, New York 10286 INVESTOR RELATIONS
ForMm 10-K

A copy of the Company’s Annual Report on Form
10-K (including financial statements and schedules),
as filed with the Securities and Exchange Commission,
may be obtained free of charge by writing to:

International Specialty Products

Shareholder Relations Department

1361 Alps Road

Wayne, New Jersey 07470

{201) 628-4000

{800) 526-5315

Inquiries should be directed to:
Robert K. Steidlitz
Director, Investor Relations
International Specialty Products
1361 Alps Road
Wayne, New Jersey 07470
{201) 628-3005

International Specialty Products Inc. common stock is
listed on the New York Stock Exchange (symbol: “ISP”).
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INTERNATIONAL SPECIALTY PRODUCTS INC.
1361 ALps RoAD
WAYNE, NEW JERSEY 07470
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EXHIBIT 2%
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COMPANY

International Specialty Products Inc.
ISP Management Company, Inc.
. ISP Minerals Inc.
ISP Filters Inc.
ISP Technologies Inc.
ISP Mineral Products Inc.
ISP Environmental Services Inc.
ISP Realty Corporation
ISP Real Estate Company, Inc.
ISP Investments Inc.
ISP DS Corp.
ISP Global Technologies Inc.
ISP Chenicals Inc.
ISP Newark Inc.
ISP Van Dyk Inc.
ISP Fine Chemicals Inc.

STATE OF

INCORPORATION

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
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EXHIBIT 23.1 g
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ARTHUR ANDERSEN & CO

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

-

As independent public accountants, we hereby consent to the incorporation by reference in this
Form 10-K, of our report dated March 8, 1994, included in the Company's Annual Report to
Stockholders for the fiscal year ended December 31, 1993,

MM*&

ARTHUR ANDERSEN & CO.

Roseland, New Jersey
March 30, 1994
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EXHIBIT 23.2 - §
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ARTHUR ANDERSEN & CO.

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby consent to the incorporation of our report
incorporated by reference in this Form 10-K, into the Company's previously filed Registration

Statement File No. 33-54724.
oot Orsloains

ARTHUR ANDERSEN & CO.

Roseland, New Jersey
March 30, 1994
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